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The Honorable Robert (¥ Farrell

Presiding Judge of the Superior Court, Monterey County
P. 0. Box 1819

Salinas, CA 934802

Attention: Grand Jury

Honorable Robert O'Farrell:

The following information is provided in response to a request by the Grand Jury in a letter dated July 18,
2002:

INCLUSIONARY HOUSING IN MONTEREY COUNTY

RECOMMENDATION #1: The Board of Supervisors revise the Inclusionary Housing Ordinance,
program, and procedures to better reflect the needs of County residents.

STATUS: The March 12, 2002 Response to the 2001 Grand Jury Report indicated that these actions
should be completed by June of 2002.

On April 9, 2002 the Board of Supervisors adopted the recommendations included in the Inclusionary
Housing Evaluation Report with the revisions recommended by the Housing Advisory Committee and the
Planning Commission. The Board also directed staff to prepare the draft Inclusionary Ordinance,
procedural manual, and supporting documents to implement the recommendations.

Immediately following the April 9, 2002 Board of Supervisors action, the Housing Division retained the
services of Melanie Shaffer-Frictas, housing consultant, and Goldfarb Lipman, special housing legal
counsel, to assist staff in the preparation of the required documents.



The implementing actions werc delayed due to the necessity to coordinate revisions with the preparation
of the draft Gencral Plan and Housing Element. The required implementing actions should be completed
by November 15, 2002.

RECOMMENDATION #2: The Board of Supervisors annually reviews the Inclusionary Housing
- Program for updating and compliance. ' ' :

STATUS:  The March 12, 2002 Response to the 2001 Grand Jury Report indicated that “The
recommendation will be implemented. A status report. .. will be presented. .. on March 13, 2002.”

An annual review of the Inclusionary Housing Program will be included in the Annual IHousing Report,
which is submitted to the Board of Supervisors each ycar in January. Housing staff has been providing
the Housing Advisory Committee with monthly status reports on the inclusionary housing monitoring
program since March of 2002.

RECOMMENDATION #4: Applicants be chosen by a lottery conducted by the Redevelopment and
Housing Division. -

- STATUS: The March 12, 2002 Response to the 2001 Grand Jury Repori indicated that the lottery
process should be in place by June of 2002.

The Inclusionary Housing Program Procedural Manual, which is currently being prepared in conjunction
with the Inclusionary Housing Ordinance, will contain the lottery process for selection of inclusionary
buyers and renters. The implementing actions were delayed due to the necessity to coordinate revisions
with the preparation of the draft General Plan and Housing Element. The required implementing actions
should be completed by January 1, 2003.

MONTEREY COUNTY WORKFORCE HIRING/RETENTION

RECOMMENDATION #1: The Board of Supervisors direct that a plan with specific solutions to
prioritize and address those high impact problem positions be developed and implemented.

STATUS: The March 12, 2002 Response to the 2001 Grand Jury Report indicated that these actions
should be completed by June 30, 2002.

The implementation is complete. Efforts to address high impact problem positions will continue to be a
high priority within affected departments and countywide. It is important to maintain ongoing efforts and
vigilance relative to individual department needs and circumstances. Hard to fill positions will vary to
some degree based on fluctuating economic and business conditions and other local and social dynamics.
Methods for seeking solutions and consistently attracting and retaining qualified employees must include
consideration of these issues as a component in the continuous review and revision of policies and
procedures that address hard to fill vacancies.

Departmental Personnel Analysts have been working with their individual department heads and
departmental staff to develop action plans to specifically address high impact problem positions unique to
their departments. For example, to address issues related to law enforcement and public safety
departments’ difficult to fill positions and recruitment and retention concerns, a committee was formed of
representatives from those departments. The committee collaborated to share experience, identify



common problems and goals, and to review alternatives and best practices. It is agreed that development
of action plans must include utilization of Board approved policies such as the hiring bonus,
relocation/moving allowance, employee referral bonus program, flexibility options in hiring step
placement, and enbanced tuition assistance, as appropriate to the individual recruitment and as determined
by the recruiting department. -

Additionally, the County Administrative Office has been meeting with the decentralized analysts 10
review countywide clerical positions and related ongoing efforts to continuously attract and maintain a
qualified applicant pool. The Board of Supervisors is scheduled to act on a recommendation to retitle
countywide clerical positions at its September 10, 2002 meeting as a next step in bringing recruitment
efforts up-to-date for these classifications.

It is intended that high impact problem positions will be identified and addressed on a continuous basis
within affected departments and countywide in a manner consistent with county policies, procedures and
values and through utilization of Board approved programs and policies.

RECOMMENDATION #2;: The Board of Supervisors direct Human Resources to work toward
standardizing the County policies, procedures, and practices, L I

STATUS: The March 12, 2002 Response to the 2001 Grand Jury Report indicated that
“...standardization is an on-going process; As opportunities present themselves, further standardization
will occur.”

The implementation is in progress and ongoing. Policies and practices will be under continuous review
to assure efforts reflect current circumstances and needs in the somewhat cyclical and highly competitive
hiring environment. Currently, departmenial Personnel Analysts have been working together to review
and update policies and procedures detailed in the Personnel Services Manual (PSM). This is the guiding
resource developed to provide direction and countywide consistency in recruitment, classification, and
related Personnel Analyst job duties. One goal in the ongoing review of this document is to revise and/or
eliminate unnecessary policies and procedures and to streamline and simplify processes 10 every extent
possible, while still maintaining countywide consistency and integrity in recruitment, hiring, and job
classification practices. .

RECOMMENDATION #4: The Board of Supervisors direct Human Resources to develop and provide
to each employee an annual personalized employee benefit report, which spells out the valuc of each
benefit as well as total compensaticn value.

STATUS: The Grand Jury Response indicated that the “recommendation will be implemented/could be
implemented in conjunction with the County’s new payroll system.”

This information was provided in a general, generic format in the August 2002 Benefits Newsletter.
Specific annual personalized reports are not feasible until systems are developed and implemented to
facilitate gathering, sorting and compiling required information in an individualized format through the
County’s proposed new payroll system. Requirements for a new payroll system are currently under
review under direction of the County Auditor-Controller’s office. A Request for Proposals (RFP) for
such a system was issued on August 23, 2002, with a potential implementation date of January 2004.
Development and implementation are the responsibility of the Auditor-Controller’s Office.



RECOMMENDATION #5: The Board of Supervisors direct Human Resources to streamline and/or
¢liminate policies and procedures which arc obstacles in the hiring process.

STATUS: Thc March 12, 2002 Response to the 2001 Grand Jury Report indicated that the
“recommendation will be implemented. ..a review will be conducted by 6/30/02.”

The implementation is in progress and ongoing. The County Administrative Office has contracted the
services of Cooperative Personnel Services to review the Human Resources Decentralization process. It
is anticipated that this project will be completed by September 30, 2002 and identify opportunities to
streamline existing policies, procedures and practices.

RECOMMENDATION #6: The Board of Supervisors direct Human Resources to develop a review
procedure to monitor and assure compliance with standardized policies, procedurcs, and practices.

STATUS: The March 12, 2002 Response to the 2001 Grand Jury stated the “recommendation ... will be
developed by the summer of *02.”

* The implementation is in progress and ongoing. Based on the outcome of the rev'rqw.coriduct_ed by
Coopcrative Personnel Services rccommendations will be implemmented. "Systems will be devéloped for -
establishing effective auditing procedures to assure compliance with policies, procedures, and practices.

RECOMMENDATION #7: The Board of Supervisors continue strong budgetary support of the
Monterey County Leadership Institute.

STATUS: The March 12, 2002 Response to the 2001 Grand Jury stated “This recommendation will he
implemented.”

The implementation is in progress and ongoing. The Board of Supervisors approved Monterey County’s
budget on June 25, 2002. Part of the approved budgel included strong budgetary support of the
l.eadership Institute,

If additional information is required, please do not hesitate to contact me.

sincerely,

Tl Pt

Dave Potter, Chair
Monterey County Board of Supervisors

Autachments regarding Inclusionary Housing in Monterey County:
1. Inclusionary Housing Evaluation Report
2. Board Order adopting recommendations

Attachments regarding Monterey County Workforce Hiring/Retention:
1. Board approved policies

¢c: Dan Reith, Foreman, 2002 Grand Jury
Ed Kramer, Chairman Response Committee, 2002 Grand J ury
Supervisors Fernando Armenta, Judy Pennycook, Louis R. Calcagnao, and Edith Johnsen
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Since 1980, the County’s Inclusionary Housing Ordinance has required that
at least 15% of all new residential development comply with the Ordinance’s
provisions. This has resulted in a commitment to provide 525 housing
units and the generation of approximately $5.3 million in in-lieu fees. Of

those 525 units, 317 units are in the County’s inventory and have either
been built or have commitments to build. The remaining 208 units were
committed during the Housing Authority’s administration of the program
(1980-85). In-lieu fees have helped with financial or development assis-
tance costs for 940 units, which are currently being monitored for their
affordability status. Additionally, the Special Handling Program, which
implements incentive provisions of the Inclusionary Ordinance, has resulted
in 270 units. Therefore, a total of 1,735 units were provided either directly
or indirectly as a result of the Inclusionary Housing Ordinance.

An evaluation of the Inclusionary Housing. Ordinance and program was

- conducted during 2001. Asignificant effort was expended by staff from
-the Housing and: Redevelopment Office to identify major issues and in-
ventory the units produced. There were 18 major issues identified during
the evaluation process. These issues are discussed beginning on page 16
of this report and summarized in the table on page 36. Recommendations
have been developed to address these issues. Some of the more signifi-

cant recommendations included in this report include:

E Inclusionary Housing shall be provided according to the
tollowing priorities:

1. Provision of inclusionary units on-site.

2. Provision of Inclusionary units off-site, however only new
units can be constructed and there must be a demon-
stration of a "greater contribution” with the off-site units.

3. Payment of in-lieu fee for developments of 6 or less units.
Payment of an in-lieu fee for developments of 7 or
more units is only allowed where on or off site development
would be infeasible due to specific property constraints.

P Revised and improved procedures will be implemented to
assure better monitoring of Inclusionary units and ensure
comphance with requirements.

1 Marketing and selection procedures will be revised to
include a lottery system with priority 1o households who
live and or work in Monterey County.

: Homeowner Inciusionary Units will be allowed an increased
value for home improvements and bedroom additions.
Further, changes will be made to allow for increased
flexibility in refinancing or obtaining second deed of trusts.

To assist the reader, those issues that generated the most significant
-}'1'1'1 discussion during the public comment period are identified by this
graphic in the side margin.
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A. Overview of INcLusiONARY HousING

Inclusionary Housing programs have been in existence in California for
more than 25 years. In fact, Monterey County’s Inclusionary Pragram
was first adopted in 1980, over 21 years ago.

Inclusionary Housing is defined as a citywide or countywide mandatory
requirement or voluntary objective that assigns a percentage of housing
units in all new residential developments with more than a specified mini-
mum number of units, to be soid or rented to lower- or moderate-income
households at affordable rates. 1t is important to note that Inclusionary
Housing is not mandated or required by any State law. Rather, in Califor-
nia, it is at the discretion of individual communities as to whether they
want to adopt an Inclusionary Housing Program. In 1996, it was esti-
- mated that there were 75 communities with Inclusionary Housing Pro-
grams in.California. . Most of these programs are found primarily.in juris-
dictions clustered around San Francisco and in Southern California coastal
communities. (“Inclusionary Housing in California®, Journal of the Ameri-
can Planning Association, Spring, 1998)

The major objective for most communities in establishing an Inclusionary
Housing Program is to ensure that housing affordable to lower- and mod-
erate-income households will be constructed. Because there are no State-
mandated guidelines for Inclusionary Housing Programs, each community’s
program can be designed to respond to their own needs. Most pro-
grams, however, include guidelines that address the following compo-
nents:

3 Assistance to Lower- and Moderate-Income Households.

a Long-Term Affordability.

3 Flexibility in Selecting Options To Meet Inclusionary
Requirements (On-site, Off-site, In-Lieu Fees).

B. GrRowTH MaNAGEMENT AND LEGAL CHALLENGES

In the late 1970s and inté the 1980s, many California communities expe-
nenced a rapid increase in growth.  As a response, communities began
to impiement growth-control measures. The earliest Inclusionary programs
in California were a response to the first generation of growth manage-
ment efforts. These programs were concentrated in Northern California,
especially the San Francisco Bay Area.



Inclusionary programs were often created in response to legal challenges
ta a community’s growth management program. Very simply, an Inclu-
sionary program could demonstrate that a community was not excluding
lower- and moderate- income households while controlling the number
of building permits that a community would allow. In fact, Monterey
County’s program was established in 1980, one year after the County
adopted a Growth Management Amendment to the General Plan.

Although there have been some legal challenges to Inclusionary Housing
Ordinances {(most recently in Napa in 2000-2001), these challenges have
generally not been upheld by the courts.

Pt d

JNCLUSIOMNARY HOUSING IN -
MOMTEREY COUNTY

A. OVERVIEW

The County of Monterey's Inclusionary Housing Program was established
on October 28, 1980 with the adoption of Ordinance #2673 by the Board
of Supervisors. The program was established following the adoption of a
Growth Management Amendment to the General Plan in 1979. From the
beginning, there was considerable discussion and tension regarding the
program. in fact, in March of 1981 (less than one year after its adoption),
the Board of Supervisors was considering the repeal of the Ordinarice.
However, the State Office of Planning and Research had granted the County
a temporary immunity from lawsuits to the General Plan based on the
existence of the Inclusionary Housing Ordinance. The General Plan was
being challenged because of the growth management amendment and

the lack of an updated Housing Element. The Board subsequently de-

cided not to repeal the Ordinance in order to protect the County’s Gen-
eral Plan from being challenged legally.

Throughout the two decades since the adoption of Ordinance #2673,
the Inclusionary Housing Program has experienced fluctuations in pro-
duction, variations in administrative procedures and a variety of agencies
or departments responsible for its implementation. The following sec-
tions of this report attempt to describe the history of the pragram from
1980 to 2001.

1330 Ordinanca
Estanlishing
inclusionary

Aousing Program

-~ Is Adoptad



B. EstaBLISHMENT OF PROGRAM AND HoOusING
AUTHORITY RCLE

After the adoption of Ordinance #2673, the responsibility for day-to-day
administration of the Inclusionary Program was established with the Hous-
ing Authority of the County of Monterey. The Ordinance (Section 4.8}
designated that “alf units, land and monies contributed pursuant to
the provisions of this ordinance shall be contributed to the Housing
Authority and shall thereafter be administered and disposed of by the
Housing Authority.” In return, the Ordinance specifies that the Housing
Authority is to develop eligibility standards, qualify applicants, assist de-
velapers in fulfilling their obligations and maintain infarmation regard-
ing land and money availahility and identified needs for low and moder-
ate income housing within the County. However, it appears that the
Housing Authority and Planning Department were jointly responsible for

tracking and recording Inclusionary agreements during this time period. -

- Itisimportant to note that, due to the joint responsibitity, therewerefiles- -
and information transferred between the two agencies, which have made
it difficult for the Housing Authority to track data now almost 15-20 years
after the fact. The Housing Authority is currently utilizing all available
staff resources to identify as much information as possible.

Some of the key features of the Inclusionary Program during this time
include:
= 15% Inclusionary Requirement {requirement was
based on 15% of the number of ali units in the
proposed development). )
= Developments of 5 or more units could choose to provide:
a. 15% on-site
b. 15% off-site
c. 15% of lots transferred to Housing Authority
d. payment of in-lieu fee {(approximately $1000
per unit/lot). _ _
= Developments of less than 5 units would pay an in-lieu fee
that was based on a proportion of the $1000
fee figure, depending on the actual
number of units.
= Priority for occupancy of Inclusionary Units was to be given
to residents of Monterey County and those
employed in Monterey County.
For Sale Indlusionary units had restrictions which controlled
resale for 59 years.
Inclustonary Units could be sold at market value but a
certain percentage of the seller’s profit was to be
repaid to the Housing Authority.
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During the 1980-8S time period, it is estimated that the following units/
lots were committed in the Inclusionary Program:

T orTas M vMBER OF

) EsTimaTED . TeTtar U nwits
TyYere OF INCLUSICNARY = 8 TILL

INCLUSIC N ARY U wairs EsTtimaren To
CONTRIBUTION PropDuceo | BE IN

S : BEetweEen | IncLusioNARY
1980-85 - SToCk

90 Units: Verified
60 Units: In
Process of Being
Determ ned

For Rent Units 150 Units

. in Process of
Far Sale Units 58 Units/Lots Being
Determ ined

in Process of
TOTA L 208 UnitsfLots Being

Determ ined

Source: Housing and Redevelopment Office, County of Monterey 2001 © ~ |

The 150 for-rent units include 50 units at Lakeview Towers, which the Hous-
ing Authority is managing and 40 units at Vista De la Terraza which is
managed by CHISPA. Other than these 90 units, the affordability status of
the 60 remaining units is still unclear. in preparation for this 2001 report,
the Housing Authority staff reviewed program files and existing deeds and
reported that, as of March 2002, they are still trying to verify occupancy
and affordability of the remaining 60 rental units. At least 12 of those
units are in question and may actually be “duplicate” units. In many in-
stances, there are incomplete or missing legal documents which has made
verification difficult. The Housing Authority is also verifying the current
affordability status of the 58 ownership units. (See page 16 for more
information regarding the ownership units.)

In-Ligy F2e3 Collected

In regard to in-lieu fees, approximately $1.2 million dollars was collected
by the Housing Authority as a result of activities during the 1980-85 time
period. According to Housing Authority records, the majority of those
funds were used for the following activities:

Pacific Meadows (Carmel Valley Overview) $183,450 (200 Units)

Plaza Hotel (Salinas) - $674,249 (27 Units)
Purchase of 2 Houses in Moss Landing  $135,000 (2 Units)
Pajaro-earthquake rehabilitation $100,000
Homeownership Counseling Program $ 70,000
Administrative Costs $ 55.000

TOTAL $1,217,699.00

The Housing Authority reports that there are no funds remaining in the in-
lieu fee account.

PR



C. PROGRAM TRANSFERRED TO PLANNING DEPARTMENT
During 1985-86, the day-to-day management of the Inclusionary Hous-
ing Program was transferred from the Housing Authority to the Planning
Department at the County of Monterey. The Housing Authority staff,
however, continued to participate in the program’s administration. The
Housing Authority was still under contract to determine the eligibility of
Inclusionary housing recipients and to monitor Inclusionary units.

During this same time period of 1985-86, the County established a Haus-
ing Advisory Committee. The purpose of the Committee was to advise the
Board of Supervisors and the Planning Commission on policies for the
Housing Element and the Inclusionary Housing program.

In 1985, there were several significant changes made ta the Inclusionary
Program. Specifically, Ordinance #3093 was adopted by the Board of
Supervisors and included in the Ordinance were the following provisions:

= The threshold was changed from 5 units to 7 units,

= Method for calculating in-lieu fees was described,

= All fees were to be paid to the County of Monterey instead
of the Housing Authority, and

=

Continued to specify that the sale of for-sale units required
. a payback of a percentage of the seller’s profit.

Four years later, in 1989, the program was again revised through the
adoption of Ordinance #3419. There were two changes to the program
as a result of this Ordinance. The first change was that the administrative
costs paid to the Housing Authority for determining eligibility were to be
funded through the transaction costs of selling or reselling an Inclusionary
unit. The second, and more significant change, was that the for-sale
Inclusionary units were now required to be resold to another low or mod-
erate income buyer at a sales price determined according to the change in
median income. Further, resale restrictions were to be in effect for 30 year
periods and renewed for the same time period each time the property was
sold.

In 1991, other minor changes were made to the program through Board
Resolution #91-017. However, it was in 1994 that the program was re-
evaluated and again sorme major changes were made to the pragram. In
the spring of 1994, the Board of Supervisors held several public hearings
on the Inclusionary Housing Program. There was cansiderable public dis-
cussion about the program and its future direction. The Board at that
time also expressed a desire to provide more options to the development
community. On June 7, 1994, the Board of Supervisars adopted Ordi-
nance #3419 {the Ordinance number duplicates the 1989 Ordinance num-
ber}. Off-site development of Inclusionary units was expanded to allow



off-site units either within a 10 mile radius of the market rate units or in
the same unincorporated planning area as the market rate units, subject
to certain conditions. Off-site units were also allowed in the Redevelop-
ment Area nearest to the market-rate project, again subject to certain
conditions. Off-site units were only to be allowed when the developer
could demonstrate a “greater contribution” than providing units on-site.

Another significant change made by the Ordinance was the calculation of
the in-lieu fee. The fee was based on 15% of the median sales price of a
single-family home in the unincorporated area of the Planning Area in
which the market rate units were being built, and then adjusted by a price
differential between the towest sales price and the median sales price. it
is a complicated formula made even more difficult by an additional per-
centage calcuiation for developments of 6 units or less.

In 1996 and 1997, there were two additional Ordinance amendments
~which made minor changes to the program. However, for day-to-day
management of the program, the 1994 Ordinance is still considered the
basic guideline for program administration.

D. Housing AND REDEVELOPMENT OFFICE ASSUMES

RESPONSIBILITY FOR INCLUSIONARY PROGRAM
In late 1999, the responsibility for managing the Inclusionary Program was
transferred from the Planning Department to Housing and Redevelopment
in the County Administrative Office. The Housing Authority continues to
determine eligibility of prospective applicants for the Inclusionary Program.

After assuming responsibility for the program, it became apparent to the
Housing and Redevelopment staff that there were some significant issues
that needed to be addressed. Some of the more significant issues -in-
cluded on-going monitoring of the program, provision of off-site units,
marketing of Inclusionary units, calculation of in-lieu fees and the need
for more specific written guidelines and procedures. in addition, existing
Inclusionary homeowners were identifying concerns that they had with
the program. Some of their concerns included calculation of resale price,
property improvements, title changes, resale restrictions and inheritance
of property. in order to more thoroughly address all of these issues, a
complete evaluation of the Inclusionary Program was undertaken. This
report is the result of that evaluation process. The next section of this
report {pages 10-15) describes the County’s current Inclusionary Housing
Program and summarizes the program’s historical accomplishments.

Housing and
Aadevelopmant
oitics =stabiisnad

and, in AB5E.




Inclusionary Homes in the Oak Tree Views Development

Following that section, the next chapter of this report (beginning on
page 16} identifies the significant issues identified during this evaluation
process and also describes recommended actions.

It iIs important to note that, in addition to the preparation of this report,
the following administrative actions were undertaken in spring/summer
2001 as a result of the evaluation process:

1. Inventory and review of all available Inclusionary housing
agreements,

2. Computerized data collection of all Inclusionary units and
recipients, _

3. Development and implementation of written procedures for
processing of Inclusionary developments,

4. Development and implementation of written procedures
for menitoring Inclusionary units, and

5. Review and revision of income and asset criteria for eligibility of
Inclusionary applicants.

Further, considerable pubiic review and discussion of the Inclusionary Hous-
ing Program was undertaken during the spring and summer of 2001.
This review process is described in more detail on the following page.



E. PusLic Review ProcEess

The Housing Advisory Committee and the Planning Commission conducted
public meetings and work sessions on the Inclusionary Housing Program.
There was considerable public discussion prior to this report being final-
ized. Listed below is a summary of the public meetings held prior ta the
preparation of this report.

May 27, 2001 Public Forum (Housing Advisory Committee)
June 13, 2001 Workshop (Housing Advisory Committee)
June 27, 2001 Study Session (Planning Commission})

July 11, 2001 Study Session {Housing Advisory Committee)
August 8, 2001 Study Session (Planning Commission)
September 12, 2001 Study Session (Planning Commission)
January 30, 2002 Public Hearing (Planning Commission)
February 27, 2002 Public Hearing (Planning Commission}

- In addition, the County alsg sent out-a questionnaire and survey to 35
California communities with inclusionary programs in order to determine
the current “state of the art” for Inclusionary housing programs. All of
this information and public comment was reviewed and considered as
this report was prepared.

Symynary of Pachin Joimmanis

It is difficult to adequately summarize all of the comments received dur-
ing the public review process. However, a common theme throughout all
of the comments received was that the Inclusionary Housing Ordinance
and program definitely needed to be revised.

Comments were received from individuals, non-profit groups and repre-
- sentatives of the development community. Examples of groups that sub-
mitted both written and oral comments included the League of Women
Voters, Coalition of Homeless Service Providers, Coalition of Minority Or-
ganizations, Housing Advocacy Council, CHISPA, Landwatch, Prunedale
Neighbors, Common Ground and Salinas Valley Builders Exchange. Pri-
vate citizens as well as current and potential Inclusionary homeowners
also commented on the Ordinance. -

Overwhelmingly, there was agreement that the marketing and selection
procedure for Inclusionary units needed to be revised. Most comments
supported the establishment of a lottery system with priority to house-
holds who live and/or work in Monterey County. There was also agree-
ment in the public comments that the Ordinance should continue to pro-
vide affordabie units. However, there were differing opinions in regard to
the percentage of affordable units, the household income level of the
affordable units (very low, low or moderate} and the term of affordability
restrictions.




Existing Inclusionary homeowners were most concerned about issues such
as calculation of resale value, transfer of property upon death to children
and the calculation of value of improvements to the property.

All of these comments were taken into consideration by the public bodies
and staff and are reflected in the recommendations included in this repert
{beginning on page 16).

F. GoaLs/PHILOSOPHY OF PROGRAM

~ From the beginning of the proegram in 1980, the Board of Supervisors has
stated that “... the provision of housing affordable to low and moderate
income households is a countywide responsibility.” (Ordinance #2673,
. October, 1980) The Inclusionary Housing Ordinance and program is a
anoe nas | manifestation of that responsibility. From 1880 to the present, the origi-
a5 nal Inclusionary Housing Ordinance and subsequertit revisions have included
A several key common compaonents; these include: -

low and moderate

1. Inclusionary units should be affordable to
income households,

2. resale controis are necessary for Inclusionary homeowner units
so that long-term affordability is preserved, and

3. provisiens should be made for Inclusionary units to be available

' to households who five and work in Monterey County.

The Inclusionary Housing Ordinance was never intended to be a short-
term response to housing conditions. Rather, it s obvious that the objec-
tive has always been to provide a long-term source of affordable units in
Monterey County.

G. DEescripTioN oF CURRENT INCLUSIONARY PROGRAM
Qrarvisw :

Monterey County’s Inclusionary Housing Program requires that all new
residential development contribute to providing affordable housing. Seme
developments are exempt from this provision such as individual single-
family owner-occupied units, senior citizen or caretaker units, etc. In to-
tal, however, most new residential development is required to meet the
Inclusionary requirement. Since the Program was first adopted, the spe-
cific abjective was that 15% of approved residential development be pro-
vided as Inclusionary {affordable) housing. This requirement can be ac-
complished in cne of three options:

1. provision of Inclusionary housing units on-site

{in the same development as the market rate units),
2. provision of Inclusionary housing units off-site, and/or
10 3. payment of an in-lieu fee.




Developments of 7 units or more can choose which of the three options
listed above are most appropriate for them to use to meet their Inclusion-
ary requirement. Developments of 6 units or less utilize option #3 , pay-
ment of an in-lieu fee.

e T T T P

The Inclusionary Housing requirement applies to new residential develop-
ment, both for-sale units and rental units. There are three options avail-
able to meet the Inclusionary requirement.

1. Provision of Inclusionary Units On-Site

This option allows a developer to provide the required Inclusionary units
in the same development as the market rate units. For example, a 60 unit
development would trigger an Inclusionary requirement of 9 Inclusionary
units (15% of all units). If the on-site option was chosen, the developer

would then build 51 market rate units and 9 lndusu:}nary units on fhe _
project site.

2. Provision of Inclusionary Units Off-Site

The off-site option has been used frequently in Monterey County. This
option allows developer to build or provide Inclusionary units at a loca-
tion other than the market rate units. These units can be provided within
a 10 mile radius of the market rate units, in the same planning area as the
market rate units or in the Redevelopment area nearest the market rate
units.

In recent years, the off-site aption has been interpreted to allow existing
units to be substituted as Inclusionary units. For example, developers
have been allowed to use existing, rental units as their Inclusionary contri-
bution. in return, the developer agrees to rent the units to very low and
low income households at affordable rents “in perpetuity.” This agree-
ment is considered a “greater contribution” and has therefore been al-
lowed in the past.

The concept of “greater contribution” has been part of the off-site option
for many years. However, the exact definition of what constitutes a “greater
contribution” has never formally been addressed. Typically, "greater con-
tribution” has been interpreted as providing more inclusionary units than
required or providing affordable units to very low or low income {rather
than moderate income) households.

3. In-Lieu Fees

Instead of providing an actual housing unit, the third option allows a
developer to pay a fee. This fee is collected by the County of Monterey
and deposited in the County’s Affordable Housing Fund.

_}:"]u]z;\—"):\p‘s
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When the Inclusionary Housing Program was first adopted in 1980, the
tee was $1000 per Inclusionary unit required. The fee was revised in 1985
50 that it was calculated at 15% of the median price of a home sold in the
planning area of the market rate development. So, in 1985 if the median
sales price in a planning area was $100,000, then the Inclusionary fee

would be $15,000. In 1994, the fee calculation was revised to the method

that is currently used. The fee is still based on 15% of the median sales
price but is increased by the percentage difference between the lowest
unincorporated planning area median single family home price and the
medium single family home price in the unincorporated portion of the
planning area in which the development is located. Developments of 6
units or less pay a proportion of this fee.

Listed below are examples of the current fee (Summer 2001) in two plan-
ning areas of the County.

Inclusionary Fee

_Planning Area Median Sales Price for7 unit'subdivision .-
Greater Salinas $219,000 $ 47,021
Toro $404.,750 $160,610

As the examples above demonstrate, the Inclusionary fee will vary de-
pending on which planning area that the market rate units are located.
Developments of 7 or more units can choose to pay the fee or provide
units on or off-site. Developments of 6 or less units typically pay a pro-
portion of the fee, depending on the total number of units in their devel-
opment. :

iher Inclvsicnary Housing Gomponeni: Spacfai Handling

In 1992, the Board of Supervisors approved the establishment of a proce-
dure which would create incentives for developments that included at
least 25% affordable units. This procedure was subsequently established
as “Special Handling” and involves the provision of incentives such as fi-
nancial assistance, fee waivers/reductions and density bonuses for afford-

able housing developments. The affordable units created under this pro-

cedure must comply with the affordability requirements of the Inclusionary
Housing Ordinance and must be affordable to low or very low income
househalds. Because these units are similar to Inclusionary units, they are
considered to be a component of the Inclusionary Housing Program.



H. SuMMARY oF IN-Lieu Fees COLLECTED AND
InNcLusionarY UNITsS PropuceD: 1980-2001

From 1980 to June 30, 2001, over $5.3 million dollars has been collected
in the Inclusionary Housing In-Lieu Fee Fund. This amount consists prima-
rily of in-lieu fees paid with a small additional amount due to interest paid
on loans and/or funds on deposit. From 1986 (when the County assumed
management of the program from the Housing Authority), the average
annual in-lieu fees collected has been approximately $233,000 per year.

Summary of In-Lieu Fees Collected, 1980-2001

Responsible Party | TimePeriod |- "o peted
Housing Authority of 1930-85 $1.209,684
" | the-County of Monterey '
Planning and 1986~ June 30,2001 $4,111,092
BuildingMHousing and
Redevelopment Office
TOTAL $5,320,776

Source: Housing and Redevelopment Office, County of Monterey 2001

Over the years, the In-Lieu fees have been allocated to affordable housing
programs and developments throughout the County. Examples of af-
fordable housing developments assisted through In-Lieu fees include group
homes for special need households, transitional housing, emergency hous-
ing, farmworker housing and, permanent affordable units. Housing pro-
grams that have been assisted with In-Lieu fee funds include housing
rehabilitation, first time homebuyers assistance, studies on homeless and
on farmworkers and security deposit programs. It is estimated that from
1980-2001, approximately 940 units have been financially assisted with
In-Lieu fee funds. 1t is important to note, however, that the majority of
these units also received funding from other sources and the In-lieu fee
assistance was just one source of funding assistance. Further, there has
been no long-term monitoring of these units to determine whether they
continue to be affordable. it is assumed that affordable developments
assisted with other State or federal funds that were also assisted by the In-
Lieu fee fund probably continue to be affordable. £xamples of develop-
ments in this category would include €1 Estero Senior Housing in Monterey
and Villa San Miguel in King City.

As of June 30, 2001, there was $1,300,000 in the In-Lieu fee fund. These
monies are combined with other housing funds (Redevelopment housing

ihz adopiion of
ths Inclusionary
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set-aside funds, federal and state grants) into the Affordabie Housing Fund.
Monies are allocated from this fund in a coordinated procedure according
to policies established by the Board of Supervisors and described further
in the County's “Housing Policy and Allocation Pracedures Manual,” De-
cember, 2000. In 2001, there was a totat of approximately $3 million in
the Affordable Housing Fund from all funding sources for potential hous-
ing assistance to programs and affordable housing developments.

-, e a - T

The total number of Inclusianary units approved from 1980-2001 is 525
units. This figure includes 69 units approved but not yet constructed as of
December, 2001. Of the 525 total units, approximately 208 units are con-
sidered “Housing Authority”.units in that they either were approved from

- 1980-85 or were developed by the Housmg Authority during the 1980-

2001 time permd

Inclusionary Units Developed/Approved, 1980-2001

Very ... |Low - Moderate | TOTAL

Low . : ' ; 5.

Incqm_é"_:. e i
Homeowner Units 1 70 225 296
Rental Units 57 107 65 229
TOTAL 58 177 290 525

Sourece: Housing and Redevelopment Office, County of Monterey 2002

The majority of the total 65 moderate income rental units are located in
the Pacific Meadows development. Rental units developed after 1985 are
all affordable only to very low and low income households and the afford-
ability agreements are “in perpetuity.”

As the table above illustrates, 56% of the Inclusionary Units (296 units) are
homeowner units and the remaining 44% are rental units. In addition to
the 525 units, there were 265 units approved/constructed in the Moro Cojo
development in Castroville that qualified as “Special Handling.” The 265
units include 90 rental units affordable to very low income households

~and 175 self-help homeowner units affordable to low-income households.

There were also 5 homeowner units in the Chapman Subdivision (Chualar)
that qualified as “Special Handling” units. If the 270 “Special Handling"



Single-Family Homeowner Units in Moro Cojo Development

units are added to the totals above, the total number of homeowner units

__-produced would be 476 units {296 units + 180 units = 476 units} and
rental units would account for 319 units (229 units + 90 units= 319 units),
adding to a total of 795 units for Inclusionary units and Special Handling
units.

Using data from the State of California, Department of Finance, there were
7,840 dwelling units added to the housing stock of unincorporated
Monterey County between 1980-2000. The 795 total units of Inclusion-
ary and Special Handling units represents approximately 10% of the total
number of units added to the housing stock. |f the units produced due to
funding assistance from the In-Lieu Fee fund are included (940), then the
percentage would increase to 22.1%. ‘

inclusionary/Affordable Units as a Percentage of All New Units

CRRIE 4 Percentage of
TotaINumbero :* .'-New Housing .

Umts . !.._lmts 1980
3 .o 2000
Inclusionary Unit - 525 6.7%
Special Handling 270 3.4%

Units Receiving
Financial Assistance 940 12%
from In-Lieu Fees

TOTAL 1,735 22 1%

Source: Housing and Redevelopment Office, County of Monterey 2002
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A. HOMEOWNER COMPONENT
The County’s Inclusionary Housing Program has produced 296 homeowner
units scattered throughout the County and 180 homeowner units gener-
ated through the "Special Handling” program. In addition to scattered-site
units, there are some developments where there are substantial numbers
of Inclusionary homeowner units including Qak Tree Views (42 units),
Pasadera (26 homeowner units), Las Palmas (66 units) and Moro Cojo (175
units). -

Current restrictions regarding homeowner units include:

1. Majority of homeowner units are restricted to househoids of

- . - - moderate income-- incomes of 120% or less of median -
income. _

2. Resale controls currently are for 30 year periods--renewed each
time the house is sold for another 30 year period.

3. Resale price of the unit is controlled and increases in price are
tied to the changes in median income.

Sompiiants 3tatus oF Homaowner Units

One of the more significant issues in recent years is the lack of adequate
monitoring of homeowner units. There have been instances where
Inclusionary homeowner units have sold and the resale restrictions were
not complied with, due tq various reasons. In some instances, the resale
restriction was nat identified by the title company or real estate agent. In
other cases, it is not clear whether a resale restriction was adequately re-
corded.

As part of the 2001 evaluation process, the County initiated a monitoring
process in order to update the data base, Of the 296 Inclusionary Home-
owner units, 58 units were developed during 1980-85. The Housing Au-
thority of Monterey County has reported that they cannot locate legal
recorded documents for those properties. At the time that this report was
being written, the Housing Authority was trying to verify how many of the
58 units could still be considered “Inclusionary” units. Because the resale
restrictions during 1980-85 anly required sellers to repay funds (and not
to sell it at an affordable price to another income-qualified household), it
is very likely that a majority of the 58 units can no longer be considered
“Inclusionary” units.

The staff of the County’s Housing and Redevelopment Office have initiated
contact with approximately 75% of the remaining homeownership units.
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: 1. Revise and consistently use the following calculation:

Listed below are issues and recommendations that were identified during the
2001 evaluation process of the Inclusionary Housing Ordinance and pro-

gram. There was considerable public discussion during this process, as
described earlier in this report (see Page 9). The issues and recommenda-
tions are divided into two groups: those issues/recommendations that had
general consensus and those issues/recommendations that genera!ed signifi-
cant discussion and differing solutions.

1. Caiculation of Sales Price

In the past, the criteria used to determine original sales price has not been
consistent and varied by market conditions at the time. The County has
been using a housing cost ratio of 35% of 100% of median income for a
household of 4 persons. PITI {principal, interest, taxes and insurance) is
included in this calculation and, recently, hameowner assaciation fees were
also included. The 35% ratio is higher than other communities use for

housing costs and, should probably be reduced down to 30% if it is-to

include only housing related costs. "Also; the formula assumes a’10% down
payment with a 6-7% loan interest rate. It is recommended that the for-
mula be changed to a 5% down payment with a standard 8% interest
rate. This change would allow for more fluctuations in the mortgage in-
terest rate and would provide more flexibility for buyers who might find it
difficult to accumulate 10% down payment. (Page 43 in the Appendix in-
cludes a chart demonstrating existing sales price calculations.)

Currently, the sales price is based on a 4-person median income house-
hold, regardless of size of unit. There was discussion on whether to
“tie” the household size to the bedroom size of the unit. The recom-
mended change is to calculate household income based on the bedroom
size of the unit, using a formula of 1 person per bedroom plus 1 person.
Staff early in the development process should prepare the calculation of
sales prices. The developer should have no ability to change the sales
price, without written prior authorization from the County.

Further, the affordability term of the resale restrictions should be changed
from 30 years to “in perpetuity” for all new Inclusionary Units.

recommendaticn for Sales Price Calculation/Affordability Term

a. Use 1 person per bedroom plus 1 person for household income

b. Calcutate sales price based on:
: I Households Pay No More than 30% of Income for all

PP

Housing Costs (PITI and Homeowner Association Dues)

Assume a 5% Downpayment
i Mortgage Terms assumed to be 8% Interest, 30 year Term
¢. Developer cannot change sales price without prior authorization

trom the County.

b
t
|
|

2 Revise atfordability term of resale restrictions to “in perpetu-é

uty for all new Inclusionary Units.

|

1




f

2. Value of Home Improvements

Currently, a maximum of 5% of the original sales price can be credited for
home improvements. There were several comments from existing
Inclusionary homeowners regarding improvements to the property. First,
the County needs to be certain that it doesn’t create a “disincentive” for
the properly owner to improve or maintain their property by not consid-
ering improvements in calculation of resale value. However, if the value of
all improvements was allowed to be added to the resale value, the home
might no longer be affordable to a low-moderate income household. The
type of improvements is also a consideration. Bedroom additions, for
example, are often necessary as a family expands and the addition could
definitely be considered a valuable improvement. The new resale value
could then be based on number of bedrooms and, consequently, a larger
household income. Other type of improvements (landscaping, hot tubs,
upgrading of existing materials, etc.} are not of the same significance as
bedroom additions.

It is recommended then that the County increase the percentage weight-

of improvement to 10% of original purchase price. The philosophy un-
derlying this change is that it is generally accepted that, in maintaining a
property, an owner will make certain improvements to it and that a 10%
figure appears to be sufficient credit for those improvements. The County
will no longer require proof of improvements — the nature and type of
improvements will be left to the discretion of the homeowner. Instead, a
“blanket” 10% credit will be provided if, at the time of the refinancing/
resale, the unit meets a basic maintenance level.

In addition to the 10% credit for home improvements, it is recommended
that bedroom addition costs also be included in the value of home im-
provements. The value of a bedroom addition will be based on the differ-
ence in household size allowed to occupy the unit with the bedroom addi-
tion. (See Page 44 of the Appendix for an example of a cafcufanon of a
bedroom addition.)

One additional item 1s the issue of housing units that are not maintained
and are then resotd with deficiencies. Several communities report that
they inspect the unit prior to resale and actually deduct the costs of repair
to the unit from the résale value. Monterey County has recently begun to
implement this strategy and it is recommended that 1t continue to en-
force this policy.

Recommendation for Home Imzrovement Valuz

Revise home improvement value for refinancing/resale to indude:

a. Automatic 10% credit for home improvement.

b. Deduction from 10% credit for any property deficiencies.

c. Calculate value of bedroom additions using formula based on
new number of bedrooms and revised household size income.

d. Value of bedroom additions is in addition to 10% credit.

19
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3. Calculation of Resale Value

There was significant public comment, especially from existing Inclusion-
ary homeowners, that the calculation of resale value should be changed.
Specifically, many homeowners wanted to he able to sell their homes
during the affordability period without resale price restrictions.

Monterey County calculates the resale value of an Inclusionary housing
unit based on original sales price plus the percentage change in median
income since the original sales date. The current method of calculating
resale price by “pegging it” to the change in median income accurately
reflects the intent of the program. In specific, as median income
changes then the resale value changes in the same proportion so that
the moderate-income household can still afford to purchase the unit.
While some communities tie the resale value increase to the change in
Consumer Price index {CP1), there often are years when the CPI increases
significantly but incomes do not. Therefore, the CPl indicator might
inflate the resale value above the level that would still be affordable to
modérate-income households. Another method used by some commu- -
nities, allowing the property owners to resale the unit at market vatue,
results in an affordable unit being lost permanently from the housing
stock. Even if some of the "housing subsidy” is recaptured, it is usually
not sufficient to replace the lost affordable unit.

It is very important to remember that the underlying basis for the
Inclusionary Ordinance is that, because the cost of housing has become
so prohibitive and expensive, low and moderate-income households are
being precluded from becoming homeowners. In particular, these
households often include valuable members of the community’s work
force: teachers, public safety employees, nurses and medical support
staff, etc. The goal of the Inclusionary Ordinance is to provide long-term
affordable units and homeownership benefits (mortgage tax interest
write-off, manageable housing payments, pride of homeownership, etc.)
to ensure that these households can stay in Monterey County. The goal
of the program is not to provide equity build-up in such a manner that
the unit will no longer be affordable on resale to another moderate-
income household. In fact, the Inclusionary Ordinance specifically
states that “resale control through deed restrictions...is a necessary
consideration in order to prevent undermining of the credibility of the
whole program, not so much because of the windfall to those who sell
an Inclusionary unit, but because of the loss of the unit itself as an
affordable unit.” (18.40.020 E)

In any discussion of resale value, there is always the dilemma of recogniz-
Ing the need to retain affordable units for the longest feasible time as
compared to allowing build up of equity in the unit for the owner's use. it
is recommended that Monterey County continue to recognize the impor-



Inclusionary Homeowner Units in Pasadera Development

“tance'of preserving the stock of affordable units and ensuring that they
remain affordable for the longest feasible time.

Recommendation for Resale Value Calculation for Refinancing/Resale

Retain the current calculation formula:

a. Use original sales price as base

b. Apply to base the percentage change in median income (as
calculated by HUD for Manterey County households) from
original sales date to refinancing/resale date, add this amount
to original sales price base

However revise calculation to also include:

¢. Value of Home Improvements/Bedroom Additions

The resultant value can then be used as the resale value as long i
as the unit will still be affordable to a household with a house—
hold size appropriate for the unit. i

4. Refinancing and Second Deed of Trusts
After purchasing an Inclusionary unit, homeowners may want to either
refinance their existing first mortgage or encumber a second mortgage
on the property. The current Ordinance is interpreted to reguire that
refinancing only will be ailowed if:
) 3 The loan-to-resale value does not exceed 95%,

1 Improvements calculated in the resale value cannot exceed 5%

of the original purchase price,
3 No cash out, and
I County's lien remains in second position.

There has been concern raised by several inclusionary owners that they
feel constrained by the current interpretation of the Ordinance. They
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indicated that they may want to refinance or encumber a second deed of
trust 1 order to improve thetr property or utilize their equity-in some other
way.

It is recommended that the County revise the current interpretation to
allow for cash to be taken out and to revise the joans-to-resale value to

100%.

Recommendation for Refinancing/Second Dead of Trusts

Adopt policies to allow refinancing and/or second deed of trusts
provided:
3 The loans-to-resale value does not exceed 100%,
1 Improvements calculated in the resale value cannot exceed
10% of the original purchase price if property has been
maintained pius the value of bedroom additions, '
A Allow cash out, and . : .
- - County's lien-remains in no less than third position.

5. Title Changes

Currently, a variety of different types of households may be listed on the
title of the Inclusionary unit. Examples of the variety in title are a married
couple and a single, unmarried person or two single people. In those
situations, what if one owner dies? What if a married couple divorces?
What if a single person buys the unit and several years later marries and
wants to add the new spouse to the title? What if the owner dies and
wants to leave the house to their child or children?

Monterey's current agreement allows transfer of title (but still retaining all
deed restrictions on the property) to surviving joint tenants upon death of
one of the owners and, also, transfer to a spouse as a result of a divorce.
In addition, it currently aflows adding a new spouse on the title. There-
fore, most of these situations are already addressed by the existing agree-
ment. The ane issue that remains; however, is the question of inheritance. |
This issue “sparked” considerable public discussion during the evaluation
of the inclusionary Housing Ordinance.

At the current time, if the sole or surviving owner of the property dies, the
property must be resold to another income-eligible household. The heirs
of the deceased must qualify as an income-eligible household if they want
to continue to occupy the property. The issue is whether an Inclusionary
unit should be allowed to be inherited, especially by a child or children of
the original owner (s). One approach is to continue the existing policy that
the heirs would have to be income-eligible and occupy the property as
their primary residence. It is now considered as a sale of property and the
30-year affordability period begins again. A second approach is to allow
the heirs {only if they are children or step-children of the original owner) to
inherit the property, regardless of their income, but they must occupy it as



their primary residence. The deed restriction period would begir again as
a new 30-year restricted period. In other words, if the heirs sell the prop-
erty, they would have to sell it to an income-eligible household.

This 1ssue has proven to be a very difficult and emotionat issue for the
public as well as the public bodies wha discussed it (Housing Advisory
Committee and Planning Commission). Staff’s recommendation is that
the program be revised to allow children or step-children to inherit the
property, regardless of their income, but they must occupy it as their prin-
cipal residence and a new 30 year resale period would begin. The Plan-
ning Commission indicated that it was important to remember that the
primary purpose of the Inclusionary Ordinance is to provide
homeownership units over a long-term period which are affordable to
low and moderate income households. With that goai in mind, allowing
non-income eligible children or step-children to inherit the property did
not seem appropriate to some Planning Commission members. However,
‘the Commission did acknowleédge that there might be some transition
" time rieeded after the déath of a parent and the sale of a property. There-
fore, the Commission recommended that the Ordinance continue to re-
quire the sale of the property to an income-eligible household but that a
1 year “compassion” pertod be allowed between the settlement of the
estate and the eventual sale of the property, if inherited by a non-income
eligible child or step-child.

Change in Title

Staff Recommendation: Change existing policy to allow children or
step-children to inherit property, regardless of income, with the condi-
tions that they occupy property as their principal residence and that a
new affordability period would begin. (For units with an original 30

year affardability period, the new affordability period would be 30 years. |

For units with an affordability period of “in perpetuity,”-the new afford-
ability period would continue to be “in perpetuity.”)

6. First Time Homebuyer Requirement

The Inclusionary Program currently does not restrict eligibility to First-Time
Homebuyers. There have been instances where Monterey County Inclu-
sionary appiicants already owned a home, sold it {or rented it} and moved
to an Inclusionary unit.

Most communities assume that, because of the income and asset limita-
tions, the majority of Inclusionary applicants will probably be first-time
homebuyers. In recent months, Monterey County has revised its asset limi-
tations—it is expected that this policy revision will result in fewer instances
of existing homeowners purchasing an Inclusionary unit. Further, the Hous-
ing Advisory Committee especially was concerned that, by requiring appli-
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cants to be first-time buyers, existing inclusionary owners who wanted to
buy a larger size unit would e prevented from doing so. Therefore, it is
recommended that the County retain its currently policy and not require
Inclusionary applicants for homeowner units to be First-time Buyers.
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| Continue to implement existing policy and do not require
applicants to be First-Time Homebuyer.
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B. RENTAL UNiT COMPONENT _

Since 1980, there have been 319 rental units produced as a result of the
inclusionary Housing Ordinance or Special Handling procedures. This fig-
ure includes 229 Inclusionary umts and 90 SpecraJ Handlmg units’ at the'
Moro Cojodevelopment: - - - - .

Current restrictions regarding Inclusionary rental units include:

1. Units must be affordable to either very low income (households
at or below 50% of median income) or low income
(households at or below 80% of median income)

2. Affordability is defined as rents that are at 30% of 50% of
median income (units for very low income households) or
30% of 70% (units for low income households)

3. Rents are to be restricted to affordable rents and monitored as
such “in perpetuity.”

Compiiane: 3istus of F2ata Unfis

During the Housing Authority's administration of the program (1980-85),
there were 150 rental units developed. Induded in this total is the 50-unit
Lakeview Tower development in Salinas. Lakeview Tower has been moni-
tored by the Housing Authority and has been determined to be in compli-
ance. One other large rental development that is included in the inclusion-
ary rental unit count is the 40-unit Vista de la Terraza, currently managed
by CHISPA. The Housing Authority has verified with CHISPA that the units
are all occupied by very low or low income households. The Housing Au-
thority is still {March 2002} trying to determine the exact status of the
remaining 60 rental units, although they estimate that several have been in
the Section 8 program since they were produced and are, therefore, prob-
ably still affordable.

Staff at the Housing and Redevelopment Office have initiated monitoring
efforts for the remaining rental units. There have been some issues that



Eﬁumpie of Inclusionary Rental Units in-Castroville - -

have been identified as a result of this monitoring including:

4 units rented to households who are not income-eligible,

2 rental property has been sold and affordability restrictions
were not re-recorded at new sale, and

3 some rental units are occupied by households too large for the
unit.
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7. Rental Unit Occupancy and Affordability Requirements

As described above, there have been some issues that have been identi-
fied during the monitoring of Inclusionary rental units. In specific, there
needs to be more detailed language and requirements for the occupancy
of the rental units. Regulatory agreements need to contain specific lan-
guage and be recorded against the property.

Further, the Inclusionary Qrdinance needs o be revised in order to be
more consistent. Specifically, the Ordinance restricts occupancy to very
low and low income households and defines low income as households
at or below 80% of median income. Yet, the Ordinance also defines af-
fordable rents as affordable to low income households at 30% of 70% of
median monthly income. The Ordinance needs to consistently define low
income at 80% and to change the affordability definition to 30% of 80%,
not 70%.

25
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Rewse pohmes to mclude
Revision of Regulatory Agreements to include:
specific language and enforcement procedures or
sanctions for occupancy of rental units to very
low and low income households,
specific language that households shall rent units that
are appropriate for their household size, ‘.
require property owners to maintain property to meet .
basic health and safety and existing code |
standards, including Section 8 property standards, |
and |
record Regulatory Agreement to he effective “in
perpetuity” and to be binding on all subsequent
purchasers.

8. Use of Existing Units to Satisfy Inclusionary Requirement- -~
Although not specifically stated, the Inclusionary Ordinance has been in-
terpreted to allow developers to substitute existing units for their off-site
contribution. Off-site units can be used to meet.the Inclusionary require-
ment if “a greater contribution” can be demonstrated. Usually this means
that the units, if rentals, will be affordable to households at or below 50-
70% of median income. Further, the County requires that the rental units
have affordability restrictions imposed “in perpetuity.”

Several members of the public and representatives of groups commented
on this aspect of the program. Proponents argued that the existing proce-
dure encouraged the rehabilitation of existing units in the housing stock
and provided rental units at greater affordability levels. However, other
comments included the statement that existing units do not really meet
the intent of the Inclusionary Housing Ordinance, which was to provide
affordable units in conjunction with new construction. Further, there is
concern regarding the long-term property condition of existing units, as
compared to the life-cycle of a newly constructed unit.

It is recommended that the County no longér allow existing units to be
substituted for off-site development of Inclusionary Housing requirements.
There is no substantial community benefit to be derived from allowing
existing units to be substituted.
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Discontinue practlce of allowmg exrstmg units to be
- substituted for off-site development of Inclusionary Housing
. requirement.
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10. Monitoring and Compliance Procedures

As part of the 2001 evaluation process, staff from the Housing and Rede-
velopment Office initiated a comprehensive monitoring process. The moni-
toring effort was a high priority item. An Administrative Analyst staff
person was devoted full-time to the monitoring effort for a six month
period in the spring and summer of 2001. A substantial effort was made
in creating a data base of Inclusionary units and regular updating of their
status. However, this is a very time-consuming effort and, at the time this
report was prepared, staff was continuing to develop a current data base
of all Inclusionary units.

The monitoring effort needs to be continued in the future. Inclusionary
housing units are an extremely valuable component of Monterey County's
affordable housing stock. These units must be consistently monitored in
order to ensure that units are not “lost” and converted to market rate
units inadvertently.

Further; there needs to be considerable involvement by County Counsel or
other legal professionais to define legally-acceptable compliance meth-
ods. These methods need to be defined in legal agreements with owners
of Inclusionary units and, when required, enforcement must occur.

Recommendation for Moenitoring and Compliance Procadures B
{ Continue monitoring of Inclusionary Units and, with legal counsel,
develop adegquate compliance procedures.

11. Improve Implementation Tools

A review of current resale agreements and legal documents indicate that
there needs to be some revision of the documents. In specific, the current
resale agreement is very difficult to understand and needs to be re-written
to make it mare customer-friendly and readable. Further, it may be neces-
sary to require additional legal documents to be recorded agamnst a prop-
erty to prevent properties from being re-sold without proper notice to the
County. In specific, a “Notice of Default” and non-monetary “Deed of
Trust” need to also be recorded.

Public comment on this issue included a recommendation that all docu-
ments be available in English and Spanish for potential applicants. fur-
ther, it was recommended that the County consider on-going education
of Inclusionary recipients in regard to their responsibilities and mainte-
nance of property standards.
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In coordination with legal counsel, revise Inclusionary agreements
. and documents to ensure that they are readable and “customer-
i friendly.” Provide materials in both English and Spanish and con-
| sider providing on-going education to Inciusionary recipients. !




12. Marketing and Selection Procedures

A significant issue identified from both public comments and a review of

existing procedures was the need to define marketing and selection pro-

cedures. There should be enhanced darity in the marketing procedure
and eventual selection of Indlusionary recipients. The new marketing/se-
lection procedures should include:

1. County staff responsible for marketing of program, including

advertising for availability of units.

2. County staff conducts lottery and establishes a prionity list based

on written criteria (i.e. households who live or work
in Monterey County).

3. County staff maintains and updates list on a yearly basis. List is
used for both new Inclusionary units as well as turn-over of
existing homeowner and rental units.

4. Housing Authority will continue to quahfy potential applicants for

“income eligibility.

- S.__ . County staff will refer eligible applicants to developer who will

coordinate eventual transfer of ownership to qualified
applicants.

In reviewing this issue, members of the Planning Commission supported
the priority for households who live or wark in Monterey County and, in
addition, suggested that there also be consideration given to household
who have jobs in close proximity to the proposed Inclusionary unit. One
of the planning objectives for the County is to try to balance jobs and
housing and it may be appropriate to give additional priority to house-
holds with jobs near the proposed unit. Further, the marketing plan should
allow some flexibility for developers to propose alternative marketing strat-
egies, especially in regard to employee housing.

Recommendation for Markeiing/Selection Procceduras

Develop a written marketing and selection procedure for the
Inclusionary Housing Program. Include policies that encourage job/
housing balance and priority to households that live or work in
Monterey County.

13. Special Handling Procedures

In 1992, the County initiated a “Special Handling” program for affordable
units. Although not tied directly to the Inclusionary Housing Ordinance,
this program compliments the Inclusionary Housing Ordinance by encour-
aging a higher percentage of affordable units. The program applies to
developments of 7 or more units which provide 25% or more affordable
units. Incentives included as part of the program include fee reductions/
waivers, prionty processing, financial assistance and density bonuses.

29



30

Special Handling Program was applied to Moro Cojo development,
including 175 self-help homeownership units.

The requirements for the affordable units are maore stringent than the
Inclusionary Ordinance in that “far-sale” units must be affordable to low
income households and “rental units” must be affordable to very fow in-
come households. The procedures also state that all affordable units must
be “.. rendered_permanently affordable by deed restriction in the manner
prescribed to Inclusionary units by the Inclusionary Housing Ordinance.”
In total, there have been 8 developments praocessed under the Special Han-
dling procedures.

In reviewing the Special Handling program, it has become evident that
one of the goals of this program should be assistance in expediting appli-
cations and permits. Therefare, it is recommended that the Program be
revised to “Entitlernent and Permit Processing Coordination.” - Develop-
ment applications that qualify for this program would be assigned to a
specific staff member from the Housing and Redevelopment Office who
would be responsible for monitoring and coordinating the development
process as efficiently as possible. Further, there would be aggressive mar-
keting of the program to the development community and County staff.

;
i
H .
- . - - ST . H el - ™ - v - Ll -
= T - L T R T B P - T SRt Y i e P < B N P Y g~ T BT S PR SR L
v RS LIRSS G0 ST COAIEMEN 000 S0 I o0EING O ina Lt

. For development applications with at least 25% affordable housing,
-assign staff person from the Housing and Redevelopment Otfice to co-
ordinate and expedite development processing.
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Special Handling Program was applied to Moro Cojo development,
including 175 self-help homeownership units.

The requirements for the affordable units are more stringent than the
Inclusionary Ordinance in that “for-sale” units must be affordable to low
income households and “rental units” must be affordable to very low in-
come households. The procedures also state that all affordable units must
be “...rendered_permanently affordable by deed restriction in the manner
prescribed to Inclusionary units by the Inclusionary Housing Ordinance.”
In total, there have been 8 developments processed under the Special Han-
diing procedures. :

In reviewing the Special Handling program, it has become evident that
one of the goals of this program should be assistance in expediting appii-
cations and permits. Therefore, it is recommended that the Program be
revised to "Entittement and Permit Processing Coordination.” - Develop-
ment applications that qualify for this program would be assigned 1o a
specific staff member from the Housing and Redevelopment Office who
would be responsible for monitering and coordinating the development
process as efficiently as possible. Further, there would be aggressive mar-
keting of the program to the development community and County staff.,
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For development applications with at least 25% affordable housing, |
ass:gn staff person from the Housing and Redevelopment Office to co-
;ordlnate and expedite development processing.




14. Exemptions for Owner-Occupied Units/Lots

Currently, if a developerfowner indicates that they will be cccupying one
of the unitsin a propased development as an awner-occupant, that unitis
exempt from Inclusionary Housing requirements. There have been several

instances of mis-use of this policy. For example, owners have claimed

owner-occupied exemptions on mare than one development during the
same period of time.  Itis recommended that the County limit the number
of owner-occupied exemptions to one per development and, further, one
exemption per developer for every 10-year period. The Planning Commis-
sion further recommended that an owner-occupied exemption only be al-
lowed for developments of 4 or less units.

| Recommentating ror Twna-Tozugied Exempiions

i Revise policies to allow owner-occupied exemption for devel-
opments of 4 units or less only. Alow only one owner-occupied
unit exemption per development. - Further, allow only- one

| exemption per -developer for every 10- year period. - -

15. Timing and Design of Inclusionary Units

The County currently has no definitive written policies regarding the de-
sign of Inclusionary units. Spedifically, there are no written policies re-
garding the exterior appearance of Inclusionary units. Further, there should
be more specific policies in terms of when Inclusionary units are built in
relation to the construction of the market rate unit. Examples of issues
that should be addressed then are exterior appearance, size of units, clus-
- tering or scattering of units, timing of provision of Inclusionary units, etc.

The issue of dustering or scattering units is dependent on several vari-
ables. The first is the size of the project. A project requiring only two
Inclustonary units is different than a project generating 10 Inclusionary
units. The second variable is the type of project. Again, the type and
actual costs of developing a large lot, single-family development are dif-
ferent that the costs and variables associated with a multi-family develop-
ment of town homes or apartments. Therefore, it is recommended that
the option of clustering or scattering be available and determined on a
project-by-project basis.

It is recommended that the County include written guidelines in its ad-
ministrative procedures that specify that the exterior appearance of the
tnclusionary units shall be similar to the market rate units. Further, the
Inclusionary units shall be similar in number of bedrooms to the market
rate units although square footages can differ between the units.

L
1
=
(b

)W
o 9
i
oAb
[ ;--L =

11}

b

]

[

W

2
4

|
=

31



32

Regarding timing, the issue invclves the stage of the development ap-
proval process at which time the developer commits to an inclusionary
requirement and opticn selection. Currently, the Inclusionary Requirement
does not need to be identified until the Final Map stage. In order to pro-
vide full public disclosure of the Inclustonary requirement, it is recommended
that a written agreement be developed at a much earlier stage, the Tenta--
tive Map stage. The written agreement should include the number of
Inclusionary Units to be provided and the anticipated household income
levels of affordability. Further, the agreement should contain the require-
ment that “Certificates of Occupancy” must be issued for the Incusionary
units before or concurrently with the market rate units. it was nitially
suggested during the public comments on this item that the agreement be
a "condition of approval” at the Tentative Map stage. However, there was
also some concern that, by requiring it as a condition of approval, there
was little flexibility provided should there be major or unforeseen changes
between the Tentative Map and Final Map stages. Therefore, it is recom-
mended that the requirement be finalized asa written agreement at the
Tentative Map stage; rather than as a"condition-of approval.” .

Recommeandation for Design and Timing of inclusionary Units
Revise Ordinance to include:
1 Require written agreement at time of Tentative Map to indude type
and number of Inclusionary Units to be provided,
1 Indusionary units must be produced either prior to development of
market rate units or concurrent with market rate development,
3 Exterior appearance of on-site units shall be similar to other unitsin
development,
3 Inclusionary units shall be similar in number of bed-
rooms as market rate units and square footage should be
appropriate for bedroom size, and
3 Continue to allow flexibility in determining whether Inciusionary
units should be clustered or scattered

16. Retain 3 Options to Fulfill Inclusionary Requirement
The Inclusionary Housing Ordinance has allowed developers to fulfill their
Inclusionary Housing requirements by choosing one or a combination of 3
different options:

1. provision of Inclus:onary units on-site,

2. provision of Inclusionary units off-site, and

3. payment of an in-lieu fee,

The availability of 3 options provides flexibility for both the County and the
developer in delivering affordable units. £ach development proposat is
different and the opportunity to have a variety of different options avail-
able helps to ensure that the maximum benefit will be achieved.

However, there is also concern that payment of in-lieu fees does not neces-
sarily generate a unit similar to an Inclusionary Housing unit. In-lieu fees



have been used to help with development and financing costs of afford-
able units in the County but there is not necessarily a one-to-one carrela-
tion between the amount of in-lieu fees paid and the development of a
similar number of affordable units. Therefore, it is recommended that the
payment of in-lieu fees for developments of 7 or more units only be
-allowed as a “last-resort,” that is, if the developer demonstrates that
provision of inclusionary units either on or off-site is infeasibte. Payment
of in-lieu fees would still be allowed for developments of & or less units.

There were several public comments in regard to the provision allowing
off-site units. The reaf estate and development community generaily fa-
vored allowing units off-site because it provided more flexibility. How-
ever, other commenters noted that off-site units were being deveioped in
planning areas far from the market units. It could be construed, they ar-
gued, that the Inclusionary units were being concentrated in areas that
already had substantial numbers of low and moderate income households.

isn‘t the goal of an “Inclusionary Program,” they argued, to “indlude” both 1

-affordable and market-rate unitsin the same-developrdent? - . - . -

in order to more accurately reflect the objective of the Inclusionary Hous-
ing Ordinance, it is recommended that off-site units be allowed only if 1)
the off-site units are located within a 10-mile radius of the market rate
units, and 2) there is demonstration that a “greater contribution” is be-
ing produced by the off-site units. “Greater contribution” will include
requirement that rental units must be affordable to very low-income house-
hotds and ownership units affordable to low income households. Further,
“greater contribution” shall also include that the number of units pro-
duced off-site will be greater than the number of units required on-site.

rRecommendaiion for Retaining 2 Options
-Revise Ordinance to include:

3 On-site: Continue on-site aption,

1 Off-site: Allow off-site development of new units (no existing
units allowed--see Issue #8) only if off-site units
are located within a 10-mile radius and if there is
a “greater contribution” of:

1. rental units are affordable to very low income |
households and owner units are affordable |
to low tncome households, and

2. more units are created off-site than woutd
have been required for on-site development.

In-Lieu Fees: Fees allowed for developments of 6 or less units,
No in-lieu fees allowed for developments of 7 or
more units unless developer can conclusively
demanstrate that provision of units is infeasible
because of specific characteristics of the property,
including lack of infrastructure and limited
access to services.

O
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17. In-Lieu Fee Calcutation

in-lieu fees have been allowed in Monterey County’s Inclusionary Program
since the inception of the program. In fact, in 1980, the in-lieu fee was
only $1,000 per unit. The Ordinance has been revised several times since
then with the most recent revision in 2000. There is concern that the fees
currently charged are not sufficient and should be increased.

Currently, the methodology used to determine the fee for projects of 7 or
more units/lots is:

“Fifteen percent {15%) of the median sales price of a single family home in
the unincorporated portion of the Planning Area in which the new resi-
dential development is located increased by the percentage difference be-
tween the lowest unincorporated planning area median single family home
sales price and the median singte family home sales price in the unincorpo-
rated portion of the Planning Area in which the new residential develop-
ment is located.” A proportional fraction of thein- Ileu fee is charged for.
projects of & units/lots or less. o

Below are examples of the current fees charged:

Planning Acez Madian Salzs Frice In-lise Fes [Fesina project of
7 or mgig unitsAots)

Greater Salinas $ 219,000 $47,021

Toro $ 404,750 $160,610

Originally, the concept of the in-lieu fee was that, for every 7 units, the fee
would equal the cost of providing an affardable unit similar to the market
rate units/lots provided. However, as the examples above demonstrate,
the fees currently paid are very low and do not reflect the actual subsidy
cost of providing an affordable unit. The fee is based on 15% of the sales
price of a home, adjusted slightly for difference between lowest and me-
dian priced homes. However, because the fee is based on only 15% of the
price, rather than a 100% factor, the fee only refiects a portion of the
actual cost of providing a housing unit. For example, in South County,
because there is no differential between the lowest and median priced
home, the $22,950 fee is exactly 15% of the median sales price of $153,000.
The 15% figure is only representative of a fraction of the actual cost of
producing a unit. The fee should be based on more realistic and higher
percentage amounts. Further, the fee as currently calculated does not
take into account cost of new construction (land costs, constructions costs,
etc.) because it is based on median sales prices of homes already con-
structed (including existing units and new construction).

The fee should be based on the difference between the market cost of an
average unitlot in the development and the cost of providing a unitot
affordable to a household earning 80% of median income (i.¢. the subsidy



amount). There would then pe no need to calculate fees by planning
areas because the market cost of the average unit will reflect the market
costs in that area. For projects of 6 or less units/lots, the fee would be
calculated on a proportionate share of the in-lieu fee.
As an exampie of how this revised fee calculation would apply is as fol-
lows:
Assumptions: $400,000 Sales Price of Market-rate Unit
$116.000 House Price Affordable to a 4-person
household at 80% of median income,
30 year term at 8% interest and
limiting PITI to no more than 30% of
household income
$284,000 In Lieu Fee for 7 unit/tot project

The $400,000 sales price is based on the average sales price of a unit/lot
in the market rate development that is triggering the Inclusionary Hous-

ing requirement. The in-lieu fee therefore will vary depending on the sale

prices of the proposed development.

There has been some concern noted that, since a written agreement is
recommended to be developed by the Tentative Map stage (see Issue #15),
the estimated sales price at the Tentative Map stage might change by the
time the development is actually built. Therefore, it is recommended that
a policy be included with the revised in-lieu fee calculation that the in-lieu
fee calculation at the time of the Tentative Map is an estimate only and is
subject to revision and verification at the time of Final Map recordation.

One final issue regarding In-Lieu fees is whether the fee should be as-

sessed on existing or remainder lots. For example, a developer applies to.

subdivide an existing lot into 3 lots and the question has been asked
whether the in-lieu fee applies to 2 or 3 lots. Staff has interpreted the
QOrdinance in the past to require the fee to be assessed on all 3 lots. Itis
recommended that the County formalize this practice into a written policy
that specifies that all lots in projects of 6 or {ess units shall be assessed an

~in-lieu fee.
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Revise Ordinance to include:

7 Revised calculation of in-lieu fee using average sales price of
market rate unit less price affordable to a 4-person household.

(See example of calculation above).

For projects of 6 or less units, the fee would be assessed on all lots
and would be based on a proportion of in-lieu fee. For example,
a 3 unit development would be 42% of in-lieu fee (3/7 of the fee).
Include stipulation that fee required at Tentative Map stage is
an estimate only and is subject to recalculation at time of
Final Map recordation.
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18. Case by Case Exceptions

Provide language in Inclusionary Housing Ordinance to allow case-by-case
exceptions for developments with other governmentai financing that may
conflict with Inclusionary requirements.

Listed below are the 18 issues and recommendations as discussed on the
previous pages. Most of these recommendations need to be addressed
through revisions to the existing Inclusionary Housing Ordinance. How-
ever, it is suggested that, in arder to simplify the actual Ordinance as much
as possible, that specific procedures or calculations do not have to be
described in the Ordinance itself but rather can be included in detail in the

Inclusionary Houstng Manual.

Issne 7 Aecommendationis) incinde in Acvisions io Include in
’ . Tneclusionary Housing Inclusionmry
Drdinance? Housing
Manual?
1 Revise siles price calculations and Yes, but specitic underwriting criteria Yes
affordability term onl¥ needs o be in Inclusionary Manual
1 | Revise home improvement calculations | Yes, but specific criteria only needs Yes
he in Manual
3 Retain current resale calculation but Yes Yes

amend to include value of home
improvements and bedreom addifions

4 Atlow second deeds of trust and Yes Yes
refinancing
3 Title: [nheritance of Property Yes Yes
First Time Homebuvers: Continue No ] Yes
exisling policy
7 |Rental tnit Occupancy and Affordahility| Yes. but specific criteria only needs to Yes
be in Manual )
8 Do not allow existing units to be used Yes Yes

as off- sile requirement

4 Develop Inclusionary Housing Manual | Yes. refer to Manual in Ordinance and NA

specify that Manual contging all day-lo- { -

dav procedures and can he revised if
NECessary

to Monitoring and Compliance Yes., but specific monitoring procedures Yes
(o be included in Manu:

1} Improve Implementation Tools No Yes
12 Develop Marketing and Selection Yes. hut specific procedures to be Yes
Procedures included in Muanuat
13 Entitlement and Permtil Processing Yes Yes
toordination
1+ Revise owner-ovcupied exenyjpions Yes Tes
b5 [Timing and Design of Inchusionarv Unitsl  Yes. tut specific procedures (o he Yes
included in Mt
L6 Prioritize 3 Inclusionary Oplions Yes s
I~ Revise In-Lien Fees Yes Tes

13 Case-by-Case Exception to Ordinance Yes Yes




. Reference Materials

. Income and Asset Definitions for Inclusionary Program
. Rent Level Determinations

'.‘S-al_es Prices for Inclusionary Program (Current)

. Value of Bedroom Additions for Inclusionary Program
{Including Refinancing/Resale Calculation)

. Summary of Inclusionary Housing Survey;,
Summer 2001

. Monitoring Procedures for Housing Programs as
Implemented by Housing and Redevelopment
Office :
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1. RErerencE MATERIALS

“Creating Affordable Communities: Inclusionary Housing Programs in Cali-
fornia” California Coalition for Rural Housing Project, November 1294

“Inclusionary Housing in Calfifornia”, Journal of the American Planning
Association, Spring, 1998

County of Monterey, “Housing Policy and Allocation Procedures Manual,”
December 12, 2000

County of Monterey, Housmg Element Techmcal Document,” Draft De-
cember 2001 -



2. INcoME AND AsseT DEeFINITIONS
CounTY oF MonTEREY INCLUSIONARY HousING

ProGRAM

The following definitions shall be used in determining applicant eligibility
for the County’s Inclusionary Housing Program. To be eligible for the
program, rental applicants must meet the income limitations and home-
owner applicants must meet both the income and the asset limitations.

IncoMe (For ALL APPLICANTS)

A. Maximum Income Limitation ,
" Households octupying inclusionary units shalt have incomes that
" are very low, lower arid moderate-income, as specified by the con-
tractual agreement for the residential development in which they
are located. The definition of very low, lower and moderate-in-
come shall be the same as provided by HUD and the State of Cali-
fornia annually for the Monterey County area.

B. Definition of Income
The definition of income shall be the same as the federal
definition found in 24 CFR Part 5 (commonly known as the
“Section 8” definition). As specified in 24 CFR Part 5, the
income derived from assets shall be included in the income
calculation. The only exception to this is when a homeowner
applicant is using any of their assets to pay for down payment or
closing costs to purchase the inclusionary unit. In that case, the
potential “income” from those assets shall not be calculated. The
value of the asset itself, however, is still counted under the
asset limitation test below.

AsseTs (For HOMEOWNER APPLICANTS)
A. Maximum Asset Limitation
The maximum asset limitation is the total of the following:

a) 30% of the purchase price
b) 25% of current median income
¢) 6 months of living expenses based on household size

39



40
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Definition of Assets

Assets used to determine the
maximum asset limitation al-
lowed are defined in the foliow-
Ing table. Any asset disposed of
within 12 months prior to apply-
ing for an inclusionary unit shall
also be included in the calcula-
tion of maximum assets.

1
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Cash, including cash held in
savings accounts, checking
accounts, safe deposit boxes,
. and escrow accounts:  For
savings accounts, use'the = -~
current balance. For checking
accounts, use the average 12
m onth balance,
. Cash value of trusts available to
the applicant.
. Equity in real estate or other
capital investments. Equity is
the estimated current market
value of the asset less the
unpaid balance on all loans
secured by the asset and ali
reasonable costs that would be
incurred in selling the unit.
Cash value of stocks, bonds,
Treasury bills, certificates of
deposit and money market
accounts.
Lump sum or one-time re-
ceipts, such as inheritances,
gifts, lottery winnings, insur-
ance settlements, etc.
Personal property held as an
investment such as gems,
jewelry, coin collections, etc.
Mortgages or deeds of trusts
held by the applicant.

w

Necessary personal prop-
erty except as noted In #6
of the “included” assets.

. The current value of -
" individual retirement and

Keogh accounts. {Any
income currently being
received from such ac-
counts however shall be
considered as "income” in
the income calculations.)
Cash value of life insur-
ance policies available to
the individual before
death.

Assets that are part of an
active business. "Busi-
ness” does not include
rental property that is
held as an investment and
nat a main occupation.



3. ReNnT LeveL DETERMINATIONS

Inclusionary Rental Units:

-The rent for Inclusionary Rental Units is specified through the Inclu-
sionary Housing Ordinance. The Ordinance states that the rent shall
be at levels affordable to very low or low-income households, as
adjusted by household size. Therefore, the rents charged for an
Inclusionary Rental Unit are:

Very low Income: 30% of 50% of median income (either
the Countywide median income or the Planning Area median
income, whichever is less)
Ltow Income; 30% of 70% of median income (either the
Countywide median income or the Planning Area median
income, whichever is less)

- Or
‘Section & rent, if the tenant has Section & rental assistance.

Please note: Recommendation 7 of “How Did We Do? An Evaluation of

ine Inclusionary Housing Frogiam” specifies that the low incame arford-
abiity calculation Se changed from 30% of 70% to 30% of 80% to make
it consistent with other affordadility policies.

Inclusionary Homeowner Units that are Rented:

There is a provision in the Inclusionary Housing Program that allows
homeowners to rent their housing units. This is allowed under hard-
ship situations and with the County’s prior approval. There have been
no specific written guidelines in regard to the rent level charged for
those units.

it is not the intent of the inclusionary Housing Program to encourage
rental of homeowner units. Therefore, it is recommended that the
following guidelines be used:

1. Rental of a homeowner unit will only be approved by the
County in cases of extrerne hardship as documented in a
written request by the homeowner.

2. The County will approve a rental of a homeowner unit for
a maximum of one year, which can be renewed if the
County determines that the hardship exists.

3. Upon approval by the County, the homeowner will agree
to execute a 12-month lease with the selected tenant. The
lease will specify that occupancy will only be fora 12-
month perrod, In addition, the unit must pass a housing
inspection, prior 1o conversion to a rental unit.

4. The unit must be rented tc a low-income household. (As
defined in the Inclusionary Housing Ordinance, a house-
hold with an income at or below 80% of Countywide
median income or median income of the Planning Area,
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whichever Is less.) The prospective tenant must be income-
qualified by the Housing Authority.
5. The tenant's household size must be appropriate for the
size of the unit so that there is no overcrowding.
- 6. County staff wiil calculate the rent to be charged and will
inform the homeowner of the maximum rent allowed. Rent
will be calculated as follows:

a. The maximum rent allowed will be 30% of 70% of
median incorme for a 4-person household, {using
the Countywide median income of median incame
of the Planning Area, whichever is less)  Jzo
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| 4. SaLEs PRICE DETERMINATION - o

The current Inclusionary Housing Ordinance provides for a calcu-
lation of sales price based on planning areas and household
medhan incomes. The 2001 evaluation cf the Inclusionary Hous-
ing Program is proposing a change in the determination of sales
price. However, until that praoposed change is formally approved,
the current method of developing sales prices is still being uti-
lized. The current method is described below.

The calculation of sales price is based on the following factors:

1. planning area in which the inclusionary Housing develop-
ment application is located,

2. median income for that planning area (current median
household income for Monterey County, adjusted for
differences in income from 1990 U.S. Census),

3. housing costs not to exceed 30% of median income, with
adjustments for property insurance, taxes and homeown-
ers association dues, and

4. assumption that the househoid will have a 10%
downpayment, with an 8% interest mortgage at a 30 year
term.

The chart on the following page provides an example of the current calcu-
lations of sales price for the 9 planning areas.
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5.VaLue oF BeEprooM ADDITION (INCLUDING
ReriNaANCING/REsALE CALCULATION):

a) Onginally, unit was a 3 bedroom, 2 bath singie family unit.

b) Initial Sales Price was $150,000 in 1995

¢) In 2001, a 4" bedroom was added

d) Value of Bedroom Addition calculated as follows:
The change from a 3 bedroom to a 4 bedroom unit would result in
a change in household income determination from a 4 person
househald to a 5 person household. (Using the standard house-
hold size formuia of 1 person per bedroom plus 1 person.) The
cifference in median income in 2001 between a 4 person and a 5
person household is $ 5,250.

7 ° Anadditional $5,250 per year in incoma could support approxi-

mately $17,000 in additional loan financing. (Assuming 30% of
$5,250 is used for additional housing loan cost at 8% interest, 30
year amortization). Therefore, $17,000 additional could be added
to refinancing/resale value for the extra bedroom addition. Please
note: this calculation was developed only to determine a value
for purposes of the inclusionary program. The properly owner
would still need to secure their own refinancing or second deed
of trust financing based on their income, credit history, equity in

property, etc

$150,000 [nitial Sales Price

+ 24,150 16.1% change in median
_ income, 1995-2001
+ 15,000 10% of initial sales price “credit”
for improvements and/or maintenance
+ 17,000 bedroom addition ailow.
$206,150 2001 value




6. SUMMARY oF INcLUsIONARY HousinG SURVEY
(SuMMeR, 2001)

BackGRrounD:

Monterey County adopted its Inclusionary Housing Program in
1980. During the past two decades, the program has been modi-
fied several times to respond to changing market conditions.
Administration of the program was transferred from the Housing
Authority of Monterey County to the County Planning Depart-
ment and then, three years ago, to the Housing and Redevelop-
ment Office. Due to all of these program changes and concerns
raised by the public about the program’s achievements, the
County decided to undertake a comprehensive evaluation of the
program. - As part of that evaluation process, a survey was sent to
~ approximately 40 comrunities who were believed to have an
Inclusionary Housing program. Responses were received from 34
communities. The objective of the survey was to gather enough
information in order to ascertain a general “state of the art” of
inclusionary programs in California today. Attached to this narra-
tive summary is a chart, which briefly describes the inclusionary
program by community. .

It is important to note that this survey is not considered to be a comprehensive
survey of all California Inclusionary Housing programs. A recent article in the
Joumal of the American Planning Assodiation {"Inclusionary Housing in Califor-
nia,” Summer, 1998} indicates that there are over 75 communities in California
with inclusionary programs. Further, the survey form used was only 3 pages in
length and did not go into extensive detail regarding a community‘s program.
Due to time and budget constraints, we were unable to undertake any follow-
up phone calls when answers in the survey were ambiguous — therefore, we
made some assumptions as we summarized the survey resuits. However, in
spite of these limitations, the survey does provide some interesting information
about the range of inclusionary programs in the State. Listed below are some of
the more interesting highlights of the survey and Monterey County’s experience
in administering an [nclusionary Housing program.

Highlights of Survey

ProGram PoLICIES

Mandatory or Voluntary?

The overwhelnting majority of the responses indicated that their programs were
mandatory. Only 2 communities indicated that the program was voluntary.

Threshold of Units Triggering Inclusionary Requirement:
This is one of the more important variables in designing an inclusionary pro-
gram. Survey results indicated that there are several variations of this require-

March, 2002
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ment, for example:

1. All new residential units are subject to inclusionary requirements.
However, units in lower density developments are only subject to a
fee and do not have to produce an actual inclusionary unit. For ex-
ample, several communities have policies, which specify that devel-
opments of 5 or less units {or 7 or less unlts) will pay an inclusionary
fee in lieu of developing a unit.

2. Another variation to #1 above is the same procedure but any indi-
vidual single-family unit is exempt from the inclusionary requirement.

3. Some communities have policies in which the inclusionary require-
ment is not triggered unless it is a large development; for example,
developments of 20 units or more.

4. Another variation is to only impose inclusionary requirements on multi-
family developments.

In-Lieu Fees )
In Monterey County, there has been considerable discussion regarding in-lieu
fees. These fees have been included as an option in the program since its incep-

“tion. In fact, over $5 million in‘in-lieu fees have been-collected during the past
1-two decades.  However, some of the concerns that have been noted are whether

the amount of in-lieu fees collected is sufficient and whether the use of those
fees have resulted in a proportionate number of affordable units.

Results from the 2001 survey indicated that there are many different responses
to this issue. Several communities do not allow in-lieu fees at all while others
only allow in-lieu fees for smaller developments. Other communities, including
Monterey County, allow developers to choose either in-lieu fees or producing an
inclusionary unit. However, in Monterey County, we are proposing to increase
the in-lieu fee to an amount that would be more representative of the costs of
providing an affordable unit.

« Indlusionary Units Developed On or Off-Site

Monterey County was interested in how other communities are addressing this
issue because it has been one of the more significant discussion items during the
evaluation of the program. Monterey County developers are allowed to produce
units off-site {on a site other than the market rate development which triggered
the inclusionary requirement) if they can demonstrate a “greater contribution” to
the community by doing so. Usually this “greater contribution” means an in-
creased level of affordability or a reduction in household income level eligibility.
In recent years, the County has also allowed developers to substitute existing
units off-site to meet their inclusionary requirement. These existing units are
typically multi-farnily rental units that the developer purchases and agrees to rent
in perpetuity to very low and low-income households. The County is currently
evaluating the procedure of allowing existing units to be substituted for new
units — there is concern that this procedure does not fulfill the intent of the
Inclusionary Program.

The survey results are mixed regarding this issue. Some communities do not
allow off-site units at all. Others allow off-site but with certain conditions. Sev-
eral communities, similar to Monterey County, allow existing units to be used to
fulfill the inclusionary requirement but the units have to meet certain conditions.



Inclusionary Percentages and Affordability Periods

In the 2001 survey, the percentage of units required to be affordable varied
depending on factors such as the number of units in the development and the
income levels of eligible households. The highest inclusionary percentage was
25% and the lowest was 3%. Affordability periods varied also — some commu-
nities have permanent affordability requirements (“in perpetuity”). Other com-
munities vary their affordability requirements according to whether the unitis a
homeownership unit or a rental unit.

PrOGRAM ADMINISTRATIVE PROCEDURES

HomrownersHie InCLusionary UNiTs:

Monterey County was especially interested in responses to administration of the
homeowner aspect of the program. Because Monterey County has over 20
years of experience and an inventory of homeowner units, there were several
issues that have surfaced in recent years. .

~ o First-Time Homeowners: Monterey County lsconsnderlng '

" limiting the pragram fo Fifst Time Homebuyers. It is in-
teresting to note that the majority of responses to the
survey indicated that there was no limitation that a pur-
chaser had to be a First-Time Homebuyer.

o Income and Asset Limitations: Similar to other commu-
nities in the survey, Monterey County restricts eligibility in
the ownership program to households whose incomes
are at or below 120% of median income. Some com-
munities establish an even lower income limitation - for
example, 100% or 80% of median income. Monterey
County was using the Section 8 definition for income
and asset limitations. However, while the Section 8 defi-
nition is appropriate for definition of income, we found
it to be a problem when using the asset definitions in the
Section 8 program. Because the Section 8 program is
designed to assist rental househaolds, the asset definitions
are not appropriate for homeownership eligibility.
Monterey County has now developed a separate asset
definition.

o Resale Price Calculations and Restrictions: Like many other
coastal California communities, Monterey County has
experienced a dramatic increase in property values. Sev-
eral inclusionary homeowners have expressed concern
about the restricted value of their homes in comparison
to the value of neighboring homes. In some cases the
difference between the current market value of an exist-
ing inclusionary unit and the house next door to it is
$500,000 or more. (For example, the resale value of a
restricted inclusionary unit is $180,000 and the value of
the unit next door is $700,000 for a similar unit}. In
Monterey County, resale value is calculated based on the
percentage increase in median income and a certain value
for home improvements. Some of the issues that we
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7. MoNITORING PROCEDURES FOR HousiING PROGRAMS
AS IMPLEMENTED BY HousIiING AND REDEVELOPMENT

OFFICE

The following pages include a description of the monitoring procedures
currently being implemented by the Housing and Redevelopment Office.
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‘An annual certification of owﬁ_e_rsbip is [equi[édﬁ-_ .

INCLUSIONARY PROGRAM
MONITORING PROCEDURES

RENTAL PROPERTIES

General Policies:

Rental projects developed under the INCLUSIONARY PROGRAM are monitored
every two years to determine compliance with the terms of the Regulatory Agree-
ment recorded against the property. The areas to be included in the monitoring
pracess include tenant incomes and rents, payment of property taxes and hazard
insurance.

Procedures:
1. fn general, the monitoring process will begin in February each year.
2. All Inclustonary rental units are entered into the monitoring database and

a tracking spreadsheet is generated. The spreadsheet includes fields for
correspondence, follow up and data documents required. Copies of the
current spreadsheet, forms and sample letters for the monitoring review
are included in Appendix A. :

3. A Monitoring Review Form is initiated far each project.

4. Initial letters are mailed to property owners requesting completion of
centifications regarding non-discrimination policies, names of tenants, rents
charged and ownership status. The owner is instructed to give the ten-
ants a form entitled Tenant Income Verification for completion. These
forms are to be returned along with documentation of payment of taxes
and insurance along with copies of current leases. if the tenant fails to
complete the form, a certified letter requesting the document will be
issued by the Housing and Redevelopment Office.

5. Second Notices are sent by certified mail if the property owner does not
respond within fourteen business days. :

6. Correspondence will be sent by process server, delivery service or hand
delivered to the address by a staff member if the property owner fails to
respond 1o the second notice or if mail has been refused or returned as
undeliverable.

7. Assessor's Ofice records will be reviewed to verity current ownership and
mailing addresses where appropriate.



10.

1.

12.

13.

15.

16.

Failure to cooperate with the monitoring review process will be considered
a breach of the Inclusionary Agreement. County Counsel will be notified of
any such breach in order that legal remedies may be initiated.

The Housing Authority of Manterey County is responsible for certifying ini-
tial tenant income eligibility under the Inclusionary Housing Program. The
income guidefines of the Section 8 Program are utilized by Housing and
Redevelopment staff for the monitoring review. The guidelines are included
tn Appendix B.

Staff will review information provided by the owner and tenants to deter-
mine compliance with the Inclusionary Agreement as it pertains to allow-
able rents, number of restricted units, current income of tenants and any
further restrictions on occupancy specified in the Agreement.

THe review of rent affordability will include the standards set forth in the

Inclusionary Agreement for each individual project. The staff will utilize the

most recently published Fair Market Rents and Income Guidelines issued by
the State Housing Office or HUD and adjust for the number of bedrooms or
household size as appropriate.

Leases are reviewed to determine if non-discrimination policies and prohibi-
tions against subletting are included.

If there are discrepancies between the statements of the owner and tenant,
additional documentation will be requested,

Payment of hazard insurance and property taxes is verified as the inclusion-

‘ary Agreement requires units to remain available for the life of the structure

and any replacement.

A letter will be issued to the property owner addressing any compliance
issues. The letter will specify a corrective action deadline. In general, a 30-
day period will be adequate unless the tenants income exceeds the maxi-
mum allowable under the terms of the Agreement. In that circumstance,
the owner will be allowed a 60-day period in order to provide adequate
notice to the tenant. (This section subject to review and approval by County
Counsel))

A hardship waiver may be approved by the Housing Advisory Committee
upon application by the property owner andler tenant. Current rental va-
cancy rates. Actual market rents for comparable rental units and any special
circumstance shali be documented and presented to the Commuttee when
the request 1s considered. Waivers will not be approved for household with
incomes over 100% of median. (This section subject to review and approva
by County Counsei.)

When a property has changed ownership without notice the County and
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18.

this information becomes known at the time of the Monitoring review, staff
will schedule an appointment with the new owner to discuss the provisions
ofthe hclhisbnaryAgmrem ent. CurentFarM arketRentSchedulksand Tn—
come Guidelines will be provided. All other steps in the Inclusionary Proce-
dures will be followed.

The Monitoring Review Form will be completed and the tracking sheet will
be updated as information is returned and the review proceeds. The inclu-
sionary Housing database is updated to reflect new information.

Other County offices may be alerted when the monitoring review reveals
code violation or dangerous situations,

20. Every effart will be made to provide owners and tenants with the appro-
priate information to ensure a successful manitoring which will result in

fult compliance with the Inclusionary Housing Program. However, refer-

rals will be made to County Counsel when there has béen fa[luce o c00p- :

erate or non-compliance issues are niof corrected.



INCLUSIONARY HOUSING PROGRAM
MONITORING PROCEDURES

OWNER-OCCUPANTS OF FOR SALE UNITS

General Policies:

It is the policy of the County of Manterey to monitor compliance with the terms
and conditions of the InclusiOnary Housing Agreement recorded against for-
sale units developed under the Inclusionary Housing Program.

Annual Menitaring will include a review of compliance with the owner occu-
pancy requirement and prohibitions against sub-leases unless previously approved
_ by the County. Hazard insurance policies are also reviewed.

Procedures
f. In general, the monitoring process will begin in February each year.

2. All Inclusionary For-Sale units are entered into the monitoring database and a
tracking spreadsheet is generated. The spreadsheet includes fields for correspon-
dence, follow-up and data/documents required. Copies of the current spread-
sheet, forms and sample letters are included in Appendix C.

3. Initial letters are mailed to the owners requesting completion of certifications
regarding owner occupancy and documentation in the form of a recent utility
bill with the owners’ name and address listed. A copy of the hazard insurance
policy is requested. -

4. Second notices are sent by certified mail if the property owner does not re-
spond within fourteen business days.

5. Correspondence will be sent by process server, delivery service or hand deliv-
ered to the address by a staff member if the owner fails to respond to the second
notice or if mail has been refused or returned as undeliverable.

6. Assessor’s Office records will be reviewed to verify current ownership,
homeowners' exemption status and mailing addresses where appropriate.

7. Deficiencies in the Agreement are addressed during the monitoring, where
necessary.

8. Failure to cooperate with the monitoring review will be considered a breach of
the Inclusionary Agreement. County Counsel will be notified in order to take
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legal action as provided under County Code.

10. If there are discrepanciés, additional documentation will be requested.

11. The hazard insurance policy will be reviewed to ascertain whether the amount
is sufficient to protect the County’s interest and to verify that the County is named
as an additional insured.

12. A letter will be issued to the owner addressing any compliance issues. The
letter will set a corrective action deadline. In general, a 30-day period will be
adequate

13 .When a property has changed ownership without notice te the County and
this information becomes known at the time of the monitoring review, staff wifl
schedule an appointment with the new owner to discuss, the terms of the Inclu-
sionary Agreement. The income and other qualifying criteria for the buyer/trans-
feree, sales price and any other pertinent information will be reviewed to deter-
mine eligibility under the Program. If the buyer/transferee is not eligible or if the
purchase price exceeded program guidelines, the matter will be referred to County
Counsel for action.

14. The monitoring spreadsheet is updated as information is received and re-
views are completed. The Inclusionary Housing Database is updated tO reflect
new information.

15. Other County offices may be alerted when the monitoring review reveals
code violations or dangerous situations.

16. Every effort will be made to provide owners with the appropriate information
to ensure full compliance with the Agreement. However, referrals to County Coun-
sel will be made when necessary to enforce the Agreement.



BEFORE THE BOARD OF SUPERVISORS IN AND FOR THE
COUNTY OF MONTEREY, STATE OF CALIFORNIA

Recommendations Related to Evaluation )
of the Inclusionary Housing Program, )
Approved, as Amended; Direction )
Providedto Staff . .. ..., ... ... . ... ............... )

The Board is in receipt of a report and recommendations contained in the Inclusionary Housing
Program Evaluation Report. Jim Cook, Program Manager, Housing and Redevelopment, stated
that his department has conducted a detailed review of the Inclusionary Housing Program and
has identified a number of recommendations for improving the effectiveness of the Program.
Implementing the recommendations will require an amendment to the existing Inclusionary
Housing Ordinance, preparation of a procedural manual, and revisions to standard Inclusionary
_ Housing Agreements: ' ' o

Melanie Shaffer Frietas, Consultant, stated that she prepared the report presented to the Board
today. This report is the culmination of a year-long effort. She presented the Board with a brief
summary of main issues included in the document.

Members of the public addressed the Board, and offered comments and suggestions conceming
the County’s Inclusionary Housing Program.

Under Board discussion, Supervisor Pennycook suggested, concerning Issue No. 18, that staff
look, not limited to government financing, but any other means by which it can be narrowly and
specifically identified by a residential developer that there would be greater affordable housing
provided outside the scope of the ordinance than under the ordinance. Staff can certainly could
work on broadening Issue No. 18. Supervisor Pennycook concurred with including the Planning
Commission recommendation with respect to the inheritance clause. In response, Supervisor
Johnsen stated that Issue No. 18 would allow for case-by-case exceptions, which provides for the
language in the actnal ordinance, This language is pretty broad, and can certainly be included in
the Inclusionary Housing Ordinance, without the statement of an exemption.

After discussion, and upon motion of Supervisor Johnsen, seconded by Supervisor Calcagno, and
carried by those members present, the Board approved the recommendations contained in the
Inclusionary Housing Program Bvaluation Report, The motion included the recommendation
from the Planning Commission contained in Issue No. 5, Title Changes, “Planning Comanission
recommendation from September 11, 2001 — To retain existing policy, but to allow a 1-year
‘compassion’ period for sale of property.” Staff is directed to continue to work on developing
appropriate language in the Inclusionary Housing Ordinance, to encompass the concept, perhaps
in a different vernacular, in order that there wouldn’t be any misleading of the development
community relative to the financing of affordable housing. The language would provide for
case-by-case exemptions to include incentives for developers to work at a higher rate as far as
delivery of low income housing,



PASSED AND ADOPTED this 9 day of April, 2002, by the following vote, to-wit:
AYES:  Supervisors Armenta, Pennycook, Calcagno and J ohnsen._ _ -
NOES: None.

ABSENT: Supervisor Potter.

I, SALLY R. REED, Clerk of the Board of Supervisors of the County of Monterey, State of California, hercby certify that the
foregoing is & true copy of an original order of said Board of Supervisors duly made and entered in the minutes thereof at page -
of Minute Book 71, on April 9, 2002.

DATED: April 9, 2002
SALLY R. REED, Clerk of the Board
of Supervisors, Co! of Montercy, Statc of
California

BQ::/ZA-#-M
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Humomn Resources
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Labor Relations

The list below contains a variety of documents used by County Personnel and Departmenta
Staff. This page was constructed as a resource for County Staff to download and print curr
County related procedures and practices. The public is welcome to view any or all of the

information contained in these documents,

“Benefits . % ----- Employee Relations Bulletin- ~——- T

! - . ;

: i« Bulletin Na.1 - Interpreting Fair Iabor Standards ACT (FLSA)

- l +¢ Bulletin No.2 - Examining SB 402 ’ o ; :
|« Bulletin No.3 - Administration 6f MMB Transcred to PERB ) -

Documents

Labor Rélations

Memoranda of Understandings (MOU) by Bargaining Unit.* —

[_QUICKLINKS | Pt Units A & B (Safety General & Supervisory Employees)
- Unit C (Sherift's Association)
a Current jobs - Unit D (Public Defenders Association)
s Download . Unit D Side Letter Agreemcnts & Aniendments
Employment ) UnitE Prosecutor's Association)
Apolicati Unit E Side Letter Agreements & Amendments
pplication . .
. -3 Unit F Supervisory Employees)
" Cuncnt Salary Unit F Side Letter Apreements & Amendments
Schedule = Unit H gealth Care Employees)
= FAQ Unit H Side Letter Agreements & Amendments
= [ocation & -+ Unit J (General Employees)
Directions ] Unit K Social Services)
m Site Map Unit K Side Letter Agreements & Amendments
2 Units M & N (Probation Association)
= Departmental <  UnitR (Resident Physicians)

Personnel Analyst

h 1
- POc:?:;eidt:f:na; *Nof all MOU's are currcnlly available. These Units are currently being reviewed and prepared for web
Safety and posting.
Heaith Program
Web Page 38¥E
—YEAR 2002 Holiday Schedule
Day Date Holiday County Courts
Documents posted Tuesday  January ! New Year's Day Closed  Closed
on this site with this Monday  January 21 M. L. King's Birthday Closed  Closed
image W ore Tuesday  February 12 Lincoln's Birthday Open Closed
available in Monday  February 13 President’s Day Ciosed  Closed
PDF format. Monday May 27 Memorial Day Closed  Closed
Viewing these files Thursday  July4 Independence Day Closed Closed

bt Flrnmamnr Py mnnferevfnergnnnelfRelatiOns.html . 08{’08’2002



Human Ressurces Labor Relations

requircs the frec - Monday September 2
Adobc Acrobat Reader. Monday October 14
I . Monday November 11
I RYCHALEY i Thursday November 28
Need Help? Friday November 29
- Tuesday  December 24
' Wednesday December 25

httm: favmamsr mn manntorasrfmarcannal M alatinneg html

Labor Day Closed
Columbus Day Open

Veteran's Day Closed
Thanksgiving Day Closed
Day After Thanksgiving Closed
Christmas Eve Closed
Christmas Day “Closed

Closed
Closed
Closed
Closed
Closed
Open

Closed

Page 2 of 2
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ADMINISTRATIVE PROCEDURE
A2.1 (a)

PROGRAM OVERVIEW : .
EMPLOYMENT AT STEP WITHIN SALARY RANGE

Departments have the authority to appoint at any step in the salary range in accordance with the
Monterey County Personnel Policies and Practices Resolution No. 98-384.

In determining the appropriate step placement for new employees, the following should be
considered:
e Year for year credit for directly related, similar experience (use judgment in deciding
applicability of the recency of the experience)

« Difficulty in recruiting qualified candidates

s Unusual qualifications of candidate

¢ Candidates who would take a pay cut to join County ] .
_ = _ Step placement is a deciding factor for ;:_a;'ldidaite accepting employment

¢ Anticipated difficulty in rcmiﬁing employee ‘ _

¢ Criteria should be applied fairly and equitably among employecs

e Budget Implications: Short and Long Term

[For current regular County employecs, see also MCPPP §A_5.1 — Salary on Change to a Higher
Class for minimum step placement requirements]

PROCEDURES

1. Before formally offering advanced step placement to candidate, Hiring Authority completes
“Request for Advanced Step Within Salary Range” form (form A.2.1).
¢ Indicates reason for request

+ Gives narrative explanation of considerations

¢ Completes “yes/no” questions regarding fair and equitable treatment of employees
¢ Provides present County employment information

o Attaches copy of employment application, resume or other applicable materials

2. “Request for Advanced Step Within Salary Range” form (form A.2.1) is submitted to
Department Head or designee for review,

3. Department Head or designee reviews request, annotates with justification for
approval/denial, and signs request.

4, “Request for Advanced Step Within Salary Range” form is returned to Hiring Authority who
may offer such to candidate.

5. If Advanced Step Placement is approved, the signed “Request for Advanced Step Within
Salary Range” form is submitted to Departmental Benefits Coordinator for preparation of
Personnel Action Form.

6:12/02 For curvent version of this Administrative Pracedure, be sure to check the website
at www.co.monterey.ca.us/personnel/Documents.tmi



ADMINISTRATIVE PROCEDURE
A.48.1 (a)

COMPENSATED VOLUNTARY TRAINING PROGRAMS

PROGRAM OVERVIEW

Departments may provide compensation to employees for attendance at qualified voluntary
training programs. Availability of this compensation is available to all County employees.
Although it is not required that the County compensate employees for attending “voluntary
training programs” on their own time, departments may, at their own discretion, approve
compensation for employees” attendance at such training. This may include training which
employees are ordinarily expected to attend on their own time (e.g. - continuing education
credits.)

QUALIFIED PROGRAMS

In _or'der' to be d.eéig-nated_a-s h duéfif'ncd vdluﬂtary training progfém, the following criteria must be
met: '

* The training program is truly voluntary and in no way required by the County.

» The training program is supportcd and approved by the Department Head.

¢ The training program is provided during the employee’s non-working hours and in
addition to his/her regular working hours.

* The content of the training program is not specific to nor exclusively applicable to the
County.

*» The training program is similar to training programs provided by other independent
agencies or learning institutions.

* The training program is not compensable via any other County policy, departmental
policy or MOU provision,

CONSIDERATIONS FOR PROVIDING COMPENSATION

The following factors shouid be considered when evaluating the appropriateness of providing
compensation for attendance at voluntary training programs during non-working hours:

¢ [tis desirable for employee to receive training.

¢ The training is directly related to employee’s current job.

= It is appropriate for the County to provide this training for employees.

* Itis necessary and practical to hold the training program outside of regular work hours
rather than during work hours.

* It is necessary or beneficial to provide an incentive for the employee to attend this
training.

03/22/01 For current version of this Administrative Procedure, be sure 1o check the website
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ADMINISTRATIVE PROCEDURE
A.48.1(h)

COMPENSATION FOR QUALIFIED PROGRAMS

e Non-overtime exempt employees shall be compensated at their regular rate of pay on an
hour-for-hour basis, however these hours shall not be treated as regular hours worked.

¢ Overtime exempt employees shall receive compensatory time off on an hour-for-hour
basis.

PROCEDURES

REQUEST FOR COMPENSATED TRAINING

1.

Employee desiring compensation for voluntary training completes and submits “Paid
Voluntary Training Request” Form (Form A.48.1a) for Department Head or designee approval
at least one pay period prior to the commencement of the training program, indicating:

» Title and Location of Training Program. i R )

» Dates and hours of Training. ' ST e T e

» Total hours for which compensation is requested.

¢  Brief description of the bencefits of the training to the employee’s current job.
Department Head or designee reviews “Paid Voluntary Training Request” Form and verifies
that training mcets criteria for designation as a qualified program.

Department Head or designee:

¢ Determines if requested voluntary training will be compensated.

* Determines if compensation will be withheld until successful completion of program.
e Signs signifying approval/denial.

e Returns form to employee.

PROCESSING COMPENSATION

1.

Employee completes time sheet for pay period in which training occurred (or the pay period
in which training was completed, if applicable) and attaches to it a copy of approved “Paid
Voluntary Training Request” form.

Employee submits the time sheet and attached approval form to the Department Payroll
Coordinator.

Department Payroll Coordinator verifies that the paid voluntary training time has been
approved (and completed if necessary) and records time as follows:

* Overtime eligible employees: input “AT" for DOE code followed by the number of hours
that the employee attended training into the Time and Attendance systemn.

03/22/01 For current version of this Administrative Procedure, be sure to check the website
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ADMINISTRATIVE PROCEDURE
A48.1(c)

Overtime-exempt employees: record numbcr of hours employee attended training which
shall be provided to employee as time-off on an hour-for-hour basis. Such hours shall be
recorded and tracked by the individual departments and shall not be recorded in to the
Time and Attendance system.

For current version of this Administrative Procedure, be sure to check the website
at www.co.monterey.ca.us/personnel/Documents_htm!



ADMINISTRATIVE PROCEDURE
‘ Ad491 (a)

EMPLOYMENT BONUS

PROGRAM OVERVIEW

The Employment Bonus Program authorizes the CAO or designee to designate certain positions
as “difficult to fill” and to authorize payment of up ta $5000 to new, permanent employees hired
inte those positions. For purposes of this Program, a new employee is defined as a person who
has not been employed in the same classification with the County of Monterey within the last
year. The CAO may waive the time requirement for extenuating circumstances as requested by
the Department Head. The Emplayment Bonus is treated as income according to the applicable
rules of taxation and withhelding deductions and is paid on the first pay period tollowing
completion of any required time served.

The Employment Bonus is paid in the employee s paycheck as follows:
" 20% upon hire {Ist paycheck)
~ 30% after the completion of 90 days of employment

- 30% at the completion of one calendar year of service

DESIGNATION OF POSITIONS AS “DIFFICULT TO FILL"

The following factors are considered in recommending the designation of a pasition as
“Difficult-To-Fill™;

DEMOGRAPHIC:

» Candidates with the competencies needed for this position are typically difficult to find in
the local recruitment area.

* Local educational institutions do not specialize in this particular profession or technical
field; as so limit the number of qualified applicants.

+  Other large employers in the geographical area are actively competing for similar, highly
sought after competencies.
ECONOMIC:

* Candidates with the level of knowledge, skills and abilities required to fill the vacancy
may be deterred by economic factors such as: housing prices, cost of goods and services,
availability of those services, and current lifestyle affordability.

SOCIOLOGICAL.:

* Candidates with the level of competencies and experience required for this position are
reluctant to relocate due to their involvement and establishment in their communities or
professional organizations.

8/2/01 For current version of this Administrative Procedure, be sure to check the website
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ADMINISTRATIVE PROCEDURE
A491 (b

CONDITION OF CURRENT LABOR MARKET:

*  Due to various factors adversely affecting the current labor market, the particular skill
required to fill the vacancy is scarce. -

POSITIONS THAT ARE DIFFICULT FOR THE COUNTY TO STAFF

¢ Recruitments for classifications that have been repeated with no success, have a known
history of being difficult to recruit for, or to which are difficult to attract qualified
candidates.

ESTABLISHING CRITERIA FOR VARIABLE BONUS AMOUNTS

Once a class/position has been designated as “difficult to fill” and a maximum bonus amount
authorized, the Department Head may choose to pay eligible candidates different bonus amounts
(up to the authorized maximum amount} based on criteria such as experience, training required,
“special skills, etc. 1f a Department chooses to pay different bonus amounts, it is imperative that
the Department Head, Department Personnel Analyst and Hiring Manager develop-and document -
the criteria for the hiring bonus amounts to be paid.

PROCEDURES

DESIGNATING A POSITION AS ELIGIBLE FOR THE PROGRAM

1. Hiring Manager submits a completed *Recommendation for Employment Bonus” Form (form
A 48.1 a) to the Department Personnel Analyst indicating the following:
* Title and class code of position requested for employment bonus

» Particular position/assignment within the class (if request is restricted to certain
positions/assignments with in the class)

* Requested maximum amount of Employment Bonus (up to $5000)

 Narrative explanation of factors used to justify recommendation to designate
class/position as " Difficult 10 Fill”.

2. Department Personnel Analyst reviews “Recommendation for Employment Bonus” Form,
verifies class title and class code, signs acknowledging review, and submits to the
Department Head or Designee.

3. Department Head or designee reviews “Recommendation for Employment Bonus” Form,
signs acknowledging approval/denial of class and bonus amount, and returns form to
Department Head or Designee to both the Department Personnel Analyst and the Hiring
Manager.

AWARDING THE EMPLOYMENT BONUS

&/2/01 For current version of this Administrative Procedure, be sure to check the websita
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ADMINISTRATIVE PROCEDURE
A49.1 (g

. Before offering the Employment Bonus to a potential candidates, the Hiring Authority

verifies that the candidate meets the following eligibility criteria:

¢ is a new employee . _ -

*» has not been employed in the same classification with the with the County of Monterey
within the last year

* isbeing offered employment into a permanent position

- Upon acceptance of the position by the candidate, the Hiring Authority submits a copy of the
signed “Recommendation for Employment Bonus” form to the Department Payroll
Coordinator for preparation of Personnel Action Form and an Employment Bonus Payment
Worksheet (form A.49.1 b).

. The Departmental Payroll Coordinator verifies that the new employee:

e is a new employee

» has not been employed in the same classification with the with the County of Monterey
within-the last year. . - - -

- "= _hasbeen hired into a permianent position

. The Departmental Payroll Coordinator submits for processing.
* anew employee Personnel Action Form with the following statement typed in the
“Remarks” box:
“Include Employment Bonus payment of $ as indicated on attached
Employment Bonus Payment Worksheet”
* acopy of the signed “Recommendation for Employment Bonus” form
* an Employment Bonus Payment Worksheet requesting the initial payment

- Once the subject employee completes 90 claendar days of employment, the Department

Payroll Coordinator verifies that the employee is still employed in a permanent position with

the County and submits the following for processing:

* a Personnel Action Form with the following statement typed in the “Remarks” box:
“Include Employment Bonus payment of $ as indicated on attached
Employment Bonus Payment Worksheet ”

* an Employment Bonus Payment Worksheet requesting the second payment

. Upon completion of one calendar year of employment, the Department Payroll Coordinator

verifies that the employee is still employed in a permanent position with the County and

submits the following for processing:

* a Personnel Action Form with the following statement typed in the “Remarks” box:
“Include Employment Bonus payment of $ as indicated on attached
Employment Bonus Payment Worksheet”

* an Employment Bonus Payment Worksheet requesting the final payment

- The completed employment paperwork, a copy of the “Recommendation for Employment
Bonus™ form and copies of the Employment Bonus Payment Worksheet are placed in the
employee’s Departmental Personnel File.

B2/01 For current version of this Administrative Procedure, be sure to check the website
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ADMINISTRATIVE PROCEDURE
Ad49.2 (a)

EMPLOYEE REFERRAL BONUS PROGRAM

The Employee Referral Bonus Program authorizes the CAQ or designee to authorize payment of
up to $2000 to current, regular County employees who refer a successful candidate hired into a
‘difficult to fill’ position. The Employee Referral Bonus Program is open to all eligible
employees, and is applicable to any position deemed eligible for the Bonus Referral by the
Department Head. The Referral Bonus is treated as income according to the applicable rules of
taxation and withholding.

The Referral Bonus is paid in the referring employee’s paycheck as follows:
50% after the referred successful candidate completes his/her first pay period
30% at the completion of the referred successful candidate“s first calendar year of service

ELIGIBLE EMPLOY_EES )

* Any current permanent or seasonal employeg is eligible to participate in the Employee
Referral Bonus program, with the exception of the County Administrative Office staff,
Departmental Human Resources staff, Department Heads, Hiring Managers, the Board of
Supervisors, and any staff with direct involvement in the pre-employment exam and
selection process for an eligible classification.

« For the purposes of this program, “referring employee” means a current permanent or
seasonal employee with the County of Monterey.

PAYMENT OF THE REFERRAIL BONUS

= For purposes of this program, a “referred successful candidate™ is defined as a person
hired as a full-time or part-time permanent or seasonal employee who has not been
employed in the same classification with the County of Monterey within the last two
years. (The CAO may waivc this time limit for extenuating circumstances upon the
request and justification of the Department Head.) The amount of the Referral Bonus will
be up to a total of $2000.00 as determined by the Department Head.

¢ When the referred successful candidate is hired, one-half of the bonus will be paid to the
referring employee as taxable income, The remaining balance will be paid to the
referring employee at the completion of the referred successful candidate’s first year of
scrvice, providing that both the referring employee and the referred successful candidate
are still active employees and the referred successful candidate has met satisfactory
performance and attendance requirements.

* Referring employees shall be designated by the applicant by submitting a completed
“Referral by County Employee” Form at the time of application.

* In the event that more than one County employee is designated as a referring emplovee
and the referred successful candidate, the Referral Bonus will be equally apportioned
among the employees making the referral.

11/02/01 For current version of this Administrative Procedure, be sure to check the wekbsite
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ADMINISTRATIVE PROCEDURE
A.49.2 (b)

DESIGNATION OF POSITIONS AS “DIFFICULT TO FILL”

The following factors are considered in recommending the designation of a position as
“Difficult-To-Fil”:

DEMOGRAPHIC:

» Candidates with the competencies needed for this position are typically difficult to find in
the local recruitment area.

» Local educational institutions do not specialize in this particular profession or technical
field; as so limit the number of qualified applicants.

»  Other large employers in the geographical area are actively competing for similar, highly
sought after compctencies.

ECONOMIC:

= Candidates with the level of knowledge, skills and abilities required to fill the vacancy
may be deterred by economic factors such as: housing prices, cost of goods and services,
ava:lablllty of those ser\flces, and current lifestyle affordability.

SOCIOLOGICAL:

¢ Candidates with the level of competencies and experience required for this position are
reluctant to relocate due to their involvement and establishment in their communities or
professional organizations.

CONDITION OF CURRENT LABOR MARKET:

* Due to various factors adversely affecting the current labor market, the particutar skill
required to fill the vacancy is scarce.

POSITIONS THAT ARE DIFFICULT FOR THE COUNTY TO STAFF

* Recruitments for classifications that have been repeated with no success, have a known

history of being difficult to recruit for, or to which are difficult to attract qualified
candidates,

DESIGNATING POSITIONS AS ELIGIBLE FOR THE REFERRAL BONUS

The Employee Referral Bonus is one tool that is used in conjunction with other recruitment
sources to fill a job vacancy for positions that are designated by the department head as
“Difficult to Fill”. This guide is provided to assist Departments in deciding the feasibility of
offering a Referral Bonus to eligible employees.

14702/01 For current version gf this Adminisirative Procedure, be sure to check the website
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ADMINISTRATIVE PROCEDURE
A.49.2 (c)

The hiring department should consider if the following factors exist:
« Participation of County employees in the recruitment process would enhance existing
advertising and recruitment methods

e The Referral Bonus is a cost-effective way to expand the qualified appllcant pool

e There is a need to fill the vacancy expeditiously and assistance from County employees
~ in identifying and encouraging applicants would help recruitment efforts.

= Employees would respond positively to the incentive offered and takc an active role in
assisting the referred successful candidate in assimilating into the organization.

* County employees would assist is identifying new qualified candidates to the County.

ESTABLISIHING A CRITERIA FOR VARIABLE REFERRAL RONUS AMOUNTS

Oncea class/position has been designated as eligible for the Employee Referral Bonus Program
and a maximum bonus amount authorized, the Department Head may choose to pay eligible
County employees different referral amounts based on critéria including the potential increase in
employee morale, difficulty in filling the position and how long the position has been vacant, and
applicable experience level of the new employee. If a Department chooses to pay different
bonus amounts, it is imperative that thc Department Head, Department Personnel Analyst and
Hiring Manager develop and document the criteria for the referral bonus amounts to be paid.

PROCEDURES

DESIGNATING A CLASS/POSITION AS ELIGIBLE FOR THE REFERRAL BONUS

1. Hiring Manager submits a completed “Request to Participate in Employee Referral Bonus
Program” Form (form A.49.2.a) to the Department Personnel Analyst indicating the
following:

o Class (and particular position/assignment, if request is restricted to certain
positions/assignments with in the class) requested for referral bonus

* Indicates reasons the recruitment is eligible to participate in the Employee Referral Bonus
Program.
e Maximum amount of Referral bonus (up to $2000).

» Explanation of factors used to justify recommendation to designate class/position as
“Difficult to Fill” and offer the bonus amount in the form of a brief narrative.

2. Department Personne! Analyst reviews “Request to Participate in Employee Referral Bonus
Program” Form, verifies class title and, signs acknowledging review, and submits to the
Department Head or designee,

3. Department Head or designee reviews “Request to Participate in Employee Referral Bonus
Program™ Form, signs acknowledging approval/denial of class/position and bonus amount,

4. Department Head routes “Request to Participate in Employee Referral Bonus Program” form
to both the Department Personnel Analyst and the Hiring Manager.

11/62/01 For current version of this Administrative Procedure, be sure to check the website
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5.

ADMINISTRATIVE PROCEDURE
A.492 (d)

Department Personnel Analyst includes information regarding “Referral by County
Employee” Form (form A.49.2.b) in application materials and notifies County employees of
Referral Bonus being offered.

AWARDING TIIE EMPLOYMENT REFERRAL BONUS

1.

Upon the referred successful candidatc completing his/her first pay period the Department
Personnel Analyst submits the signed “Referral by County Employee” Form and a copy of
the “Request to Participatc in Employee Referral Bonus Program™ form (with any changes, if
a lesser bonus amount is applicable), to the Departmental Payroll Coordinator for preparation
of a Employment Referral Bonus Worksheet.

The Departmental Payroll Coordinator verifics that:
» The referring employee is a current permanent or seasonal employee with the County of
Monterey and is an eligible employce for the Referral Bonus.

o The referred successful candidate has not been cmployed in the same classification with
~ the County of Monterey withinthe last two years. _

‘The Departmental Payroll Coordinator completes a “Referral Bonus Payment Worksheet”
(form A.49.2.b) authorizing payment of the first 50% of the referral bonus and submits it to the
Auditor-Controller’s Office for processing.

Upon completion of the first calendar year of employment of the referred successful

candidate, the Departmental Payroll Coordinator verifies that:

¢ The referring employee is a current permanent or seasonal employee with the County of
Monterey and is an ¢ligible employee for the Referral Bonus.

» The referred successful candidate is still employed in a permanent position with the
County

The Departmental Payroll Coordinator completes a “Referral Bonus Payment Worksheet™
form authorizing payment of the final 50% of the referral bonus and submits it to the
Auditor-Controller’s Office for processing.

11/02/071 For current version of this Administraiive Procedure, be sure (o check the website
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EDUCATIONAL ASSISTANCE PROGRAM
A.48.2 (a)

EDUCATIONAL ASSISTANCE PROGRAM

PROGRAM OVERVIEW

The County of Monterey Education Assistance Program provides non-taxable financial support
to employces who pursue professional growth and development through higher education. This
policy is intended to be a qualified educational assistance program pursuant to the Internal
Revenue Code [26 USC 127] and Internal Revenue Service (“IRS™) Regulations [26 CER 1.127-
2]. This policy complies with existing IRS law and regulations and takes advantage of favorable
changes in IRS Regulations effective January 01, 2002. These changes in IRS Regulations
broaden the scope of tax-exempt educational assistance.

The IRS requires that the tax-exempt program be maintained separate from any other County of
Monterey Educational Assistance Program. This Program replaces the program created by the
Tuition Assistance — Professional Development Policy (and related sections_of the Personnel
Policies, and Practices Resolution) approved by the Board of Supervisors on July 31, 2001.

This program does not discriminate between employee classifications, favor higher compensated
employees over other employees, or favor one type of qualified educational pursuit over another.
The IRS recognizes that collective bargaining agreements may provide employees with different
levels of educational benefits. The IRS Regulations exclude bargained educational benefits from
the discrimination prohibition {26 CFR 1.127-2(e)].

ELIGIBLE EMPLOYEES

» All County full-time permanent, scasonal and temporary employees are eligible for
qualified assistance under this program.

* For the purposes of this program, “full-time” is defined as working 64 hours or greater
per pay period.

* Spouses and dependents of employees who are not County employees are not eligible for
assistance under this program.

» Employees participating in tHis program must maintain continuous County employment

from the date of enrollment until the date the Educational Assistance Claim Form is
submitted.

ELIGIBLE COURSES

* Reimbursement under this plan shall be limited to educational assistance as defined by
the IRS. The benefits provided under this program must consist solely of educational
assistance as defined by IRS Code Section 1.127-2(c).

¢ For purposes of this Program, the term “education” is defined as any form of instruction
or training that improves or develops the capability of an individual.

5/24/02 For current version of this Administrative Frocedure, be sure to check the website
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EDUCATIONAL ASSISTANCE PROGRAM
A.48.2 (b)

* Education paid for or provided under a qualified program may be furnished directly by
the employer, either alone or in conjunction with other employers, or through a third
party such as an educational institution. Education is not limited to courses that are job
related or are part of a degree program. [26 CFR 1.127-2{c)(4}]

» Continuing education, licensing, certification, correspondence and on-line computer
- courses are eligible under this program.

# This program treats institutions located outside of Monterey County the same as
institutions within Monterey County.

ELIGIBLE EDUCATIONAL EXPENSES

The following costs are eligible for reimbursement:

e Tuition Fees

* Registration Fees o _ i

« Student Identification Card Fees Tt T e e
¢ Required Lab Fees

* Required Textbooks

* Required supplies thal are not retained after the course is completed.

The County will not reimburse or pay for the provision of:

* Tools or supplies (other than textbooks) that the employee may retain after completing a
course of instruction

¢ Meals, lodging, transportation (including parking and mileage)

» Education involving sports, games, or hobbies, unicss such education involves the
business of the County of Monterey or is required as part of a degree program. The
phrase “sports, games, or hobbies” does not include education that instructs employees

how to maintain and improve health as ong as such education does not involve the use of
the athletic facilities or equipment and is not recreational in nature. [26 CFR 1.127-2(c)]

ANNUAL REIMBURSEMENT LIMIT

* Reimbursement under this program shall not exceed the calendar year limit established
by the IRS.

* Effective January 01, 2002, the limit for Monterey County employees under this program
shall not exceed $2,500 annual reimbursement. However, where circumstances permit,
departments may authorize the reimbursemnent limit to be increased to $5,250.

* Future changes in the limit established by the IRS shall automatically be incorporated
into this policy.

5/24/02 For current version of this Administrative Procedure, be sure 1o check the website
at www.co.manterey ca.us/personnel/Documents. himl



EDUCATIONAL ASSISTANCE PROGRAM
| Ad8.2(0)

EMPLOYEE OBLIGATIONS

" Grades: )
® In order to qualify for reimbursement for educational expenses under this program, an
. employee must recelve a passing grade of “C” or better (or the equivalent).

» [fan“T” or “Incomplete” is given, the employec will have until the end of the following
quarter/semester in which to complete the course in order to receive reimbursement.

* For courses, licensure, certification, or “specialized” training programs requiring a grade
of “Pass/Fail”, a gradc of “Pass” must be awarded to secure reimbursement.

¢ Withdrawal from a course prior to completion will result in the denial of reimbursement.

* [Lducational Assistance funds may not be used for courses that are only audited by the
employee (e.g., the employee does not receive a grade or units of credit).

Reimbucdsement:

. Einployccs must comply with the Educational Assistance reimbursement procedures
"~ below.

* Employees must complete the required notification and claim forms, provide
documentation regarding course completion and grades, as well as receipts, cancelled
checks, or other substantiating documentation for other costs being claimed.

Scheduling:

» Courses should normally be taken outside of scheduled working hours. However, if the
course is not offered at that time and must be taken during working hours, the employee
may only do so with the approval of his or her supervisor. The supervisor must verify
that the employee’s attendance at class(cs) will not adversely affect department services.

Noticing Requirement
» The County shall notify all employees of the terms and availability of this Program on 2
reguiar basis. [26 CFR 1.127-2(g)]

¢ Employees shall provide notice of intent to seek reimbursement and confirm
understanding of the conditions of reimbursement prior to or at the time of enrollment in
the course,

PROCEDURES

APPLYING FOR EDUCATIONAL ASSISTANCE

1. Eligible employee obtains “NOTICE OF INTENT TO CLAIM EDUCATIONAL
ASSISTANCE? (form A.48.2 a) from Department Benefit Coordinator.

5/24/02 For curremt version of this Adminisirative Procedure, be sure to check the website
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EDUCATIONAL ASSISTANCE PROGRAM
' A.48.2 (d)

2. Eligible employee completes “NOTICE OF INTENT TO CLAIM EDUCATIONAL
ASSISTANCE?” (form A.48.2 a) and returns it to the Department Benefit Coordinator prior to
or at the time of enrollment in the course. :

3. Departmental Benefit Coordinator provides copy of completed “NOTICE OF INTENT TO
CLAIM EDUCATIONAL ASSISTANCE” (form A.48.2 a) to Office of Employce Relations.

PROCESSING A CLAIM FOR EDUCATIONAI. ASSISTANCE

1. Eligiblc employce obtains “EDUCATION ASSISTANCE CLAIM” (form A.48.2 b) and
“COUNTY OF MONTEREY CLAIM FOR PAYMENT” form from Department Benefit
Coordinator.

2. Eligible employee returns completed “EDUCATION ASSISTANCE CLAIM” (form A.48.2
b) and “COUNTY OF MONTEREY CLAIM FOR PAYMENT” form to Department Benefit
. Coordinator within 30 days after the course is completed and the grade received with the
_following attachments: .

‘s Copy of official grade rcport or certificate of passing. )

* Inorder to qualify for reimbursement for educational expenses under this program, an
employee must provide documentation that s’he received a passing grade of “C” or
better (or the equivalent).

* Ifan “T” or “Incomplete” is given, then the employee will have until the end of the
following quarter/semester in which to complete the course in order to receive
reimbursement.

*  For courses, licensure, certification, or “specialized” training programs requiring a
grade of “Pass/Fail”, a grade of “Pass™ must be awarded to secure reimbursement,

» Copies of all receipts associated with coursework (e.g., registration, tuition, textbooks,
lab fecs, etc.)

* Reimbursement of claimed items shall be based upon the availability of associated
receipts.
» [If receipl(s) are not included with claim form, item(s) being claimed will not be
reimbursed.
4. Department Benefit Coordinator verifies that;

¢ Course was completed with a grade of “C” or beticr or a grade of “Pass” for coursework,
training, licensure, or certification programs conducted on a Pass/Fail basis.

» Verifies that all receipts for expenses incurred are associated with reimbursement claim.

* Verifies that “COUNTY OF MONTEREY CLAIM FOR PAYMENT” form includes the
following information:

Fund: 0001

Budget Unit: 130
Organization: 1300
Account: 6342
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EDUCATIONAL ASSISTANCE PROGRAM
A.48.2 (¢)

5. Department Benefit Coordinator submits “EDUCATION ASSISTANCE CLAIM” (form
A.48.2b) and “COUNTY OF MONTEREY CLAIM FOR PAYMENT” form and attachments
to Auditor’s Office, Attention: ACCOUNTS PAYABLE DIVISION.

6. Accounts Payable Division approves/denies claim and returns “EDUCATION
ASSISTANCE CLAIM” (form A.48.2 b) and “COUNTY OF MONTEREY CLAIM FOR
PAYMENT” form as follows:

s Copy to Office of Employcc Relations
* Copy to employee

e Copy to Department Benefit Coordinator

7. Accounts Payable Division processes payment, if claim approved.
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